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SOCIAL  SECURITY  BENEFIT  INCREASE 


November  9,  1973. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr.  Ullman,  from  the  Committee  on  Ways  and  Means, 
submitted  the  following 

REPORT 
together  with 

DISSENTING,  MINORITY,  AND  ADDITIONAL  MINORITY 

VIEWS 

[To  accompany  H.R.  11333] 

The  Committee  on  Wa^-s  and  Means,  to  whom  was  referred  the 
bill  (H.R.  11333)  to  provide  a  7-percent  increase  Id  social  security 
benefits  beginning  \\\ih.  March  1974  and  an  additional  4-percent  in- 
crease begimiing  with.  June  1974,  to  provide  mcreases  in  supplemental 
security  income  benefits,  and  lor  other  purposes,  having  considered 
the  same,  report  favorably  thereon  without  amendment  and  recom- 
mend that  the  bill  do  pass. 
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I.  PURPOSE  AND  SCOPE  OF  THE  BILL 

Public  Law  93-66,  enacted  in  July  1973,  would  provide  a  5.9-per- 
cent cost-of-living  increase  applicable  only  to  social  security  benefits 
payable  for  June  1974  through  December  1974.  This  benefit  increase 
was  enacted  as  an  advance  paj^ment  of  a  portion  of  the  first  automatic 
benefit  increase,  which  would  be  effective  for  January  1975.  In  addi- 
tion, Public  Law  93-66  provided  that  payments  under  the  supple- 
mental security  income  (SSI)  program,  which  will  replace  the  State 
programs  of  aid  to  the  aged,  blind,  and  disabled  begimiing  January  1, 
1974,  would  be  increased  from  $130  for  a  single  individual  and  $195 
for  a  couple,  to  $140  and  $210  effective  with  July  1974  (payable  early 
in  July). 

Since  the  enactment  of  Public  Law  93-66  early  in  July,  the  cost-of 
hving  index — particularly  those  elements  which  have  the  greatest 
effect  on  individuals  not  in  the  labor  force,  such  as  the  price  of  food — 
has  risen  more  rapidly  than  at  any  time  since  the  post-World  War  II 
period.  In  the  3  months'  time,  July,  August,  and  September,  the  index 
has  risen  at  a  seasonally  adjusted  annual  rate  of  10.3  percent  and  the 
food  component  of  the  index  has  risen  at  a  seasonally  adjusted  annual 
rate  of  28.8  percent.  Your  committee  believes,  therefore,  that  Congress 
should  act  now  both  to  provide  assurance  to  beneficiaries  that  the 
social  security  and  supplemental  security  income  programs  are 
responsive  to  changing  needs  by  improving  benefits  as  quickly  as 
possible,  and  to  maintain  confidence  in  the  fiscal  integrity  of  the  s^^stem 
by  improving  the  actuarial  soundness  of  the  program. 

Your  committee's  bill  would  provide  for  a  flat  7-percent  social 
security  benefit  increase  for  March  1974  (reflected  in  the  checks 
received  early  in  April)  which  would  be  a  partial  advance  payment 
of  a  permanent  11-percent  benefit  increase  effective  for  June  1974 
(reflected  in  the  checks  payable  early  in  July  1974). 

Your  committee's  bill  would  also  bring  the  long-range  actuarial 
deficit  of  the  system  within  acceptable  limits  by  increasing  the  annual 
amount  of  earnings  subject  to  tax  and  creditable  for  benefits  and  by 
making  small  increases  and  adjustments  in  the  social  security  tax 
schedule. 

In  addition,  your  committee's  bill  provides  that  SSI  benefits  would 
be  increased  from  $130  to  $140  for  a  single  individual  and  from  $195 
to  $210  for  a  couple  effective  in  Januar}^  1974  (reflected  in  the  checks 
received  in  January).  A  further  increase  of  $6  for  a  single  individual 
and  $9  for  a  couple  would  be  effective  in  July  1974  (reflected  in  the 
checks  received  in  July). 

IL  PRINCIPAL  PROVISIONS  OF  THE  BILL 

The  bill  would  provide  a  two-step,  11-percent  cost-of-living  increase 
in  social  security  benefits.  The  first  step  would  be  an  interim  7-percent 
increase  in  benefits  payable  for  March  1974  (the  check  received  in 
April),  while  the  second  step  would  make  the  fuU  11 -percent  increase 
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payable  with  tM-Jun^B  :l'9  check  received  in  July). 

Under  the  bill,  the  minimum  beneht  would  be  increased  from  $84.50 
to  $90.50  a  month  for  March  through  May  1974  and  to  $93.80  per 
month  for  months  after  May  1974,  The  average  old-age  benefit 
pa^^able  for  March  would  rise  from  $167  to  $178  per  month  and  then 
to  $186  a  month  for  June  1974,  and  the  average  benefit  for  an  aged 
couple  would  increase  from  $277  to  $296  per  month  for  March  and 
to  $310  for  June  1974.  Average  benefits  for  aged  widows  would 
increase  from  $158  to  $169  for  March  and  to  $177  for  June  1974. 

Special  benefits  for  persons  age  72  and  over  who  are  not  insured 
for  regular  benefits  would  be  increased  for  individuals  from  $58  to 
$62.10  a  month  for  March  through  May  1974  and  to  $64.40  per 
month  for  June  1974,  and  for  couples  from  $87  a  month  to  $93.20  a 
month  for  March  through  May  and  to  $96.60  per  month  for  June  1974 
and  after. 

ESTIMATED  EFFECT  OF  SPECIAL  BENEFIT  INCREASE  OF  7  PERCENT,  EFFECTIVE  MARCH  1974  AND  PERMANENT 
11-PERCENT  INCREASE  EFFECTIVE  JUNE  1974,  ON  AVERAGE  MONTHLY  BENEFIT  AMOUNTS  IN  CURRENT-PAY- 
MENT STATUS  FOR  SELECTED  BENEFICIARY  GROUPS 


Average  monthly  amount 


Before  After  After 

7-percent        7-percerJt  11-percent 
Beneficiary  group  increase         increase  increase 


1.  Average  monthly  family  bensfits: 

Retired  worker  alone  (no  dependents  receivi  ng  benefits)    $162  $173  $181 

Retired  worker  and  aged  wife,  both  receiving  benefiis   277  296  310 

Disabled  worker  alone  (no  dependents  receiving  benefits)   179  191  199 

Disabled  worker,  wife,  and  1  or  more  children   363  388  403 

Aged  widow  alone   158  169  177 

Widowed  mother  and  2  children     390  417  433 

2.  Average  monthly  individual  benefits: 

Ail  retired  workers  (with  or  without  dependents  also  receiving 

benefits)   157  178  186 

All  disabled  workers  (with  or  without  dependents  also  receiving 

benefits)   184  197  206 


The  provision  for  automatically  adjusting  benefits  to  increases  in 
the  cost  of  living  enacted  in  July  1972  is  also  modified  by  the  bill  so 
that  automatic  benefit  increases  would  take  effect  for  June  rather 
than  January  of  each  year.  The  first  automatic  benefit  increase 
possible  would  take  effect  in  June  1975  rather  than  January  1975  as 
under  present  law. 

The  bill  would  also  increase  from  $8.50  to  $9  the  amount  paj^able 
under  the  special  minimum  benefit  provision  for  each  year  of  coverage 
in  excess  of  10,  but  not  more  than  30.  Thus,  the  highest  special  mini- 
mum would  increase  from  $170  to  $180  for  workers  with  30  or  more 
3^ears  of  coverage. 

Approximately  30  million  beneficiaries  would  become  entitled  to 
higher  payments  for  March  1974.  About  $2.4  billion  in  additional 
benefits  would  be  paid  in  calendar  year  1974. 

The  bill  provides  modifications  in  the  financing  of  the  social  security 
system  in  order  to  reduce  the  long-range  actuarial  deficit  of  the  system. 
The  amount  of  annual  earnings  subject  to  the  tax  and  creditable  for 
benefits  would  be  increased  from  $12,600  to  $13,200  effective  January 
1974.  The  tax  schedule  would  be  modified  as  indicated  in  the  table 
below : 


SOCIAL  SECURITY  TAX  RATES  FOR  EMPLOYERS,  EMPLOYEES,  AND  SELF-EMPLOYED  PERSONS  UNDER  PRESENT 

LAW  AND  COMMITTEE  BILL 

[In  percentl 


Present  law  Commiltee  bill 


Employer  and  em-  Employer  and  em- 

ployee, each  Self-employed  pioyee,  each  Self-employed 


OASDI      HI    Total    OASDI      HI    Total    OASDI      HI    Total   OASDI      HI  Total 


1974  through  1977   4.85  1.00  5.85  7.0  1.00  8.00  4.95  0.90  5.85  7.0  0.90  7.90 

1978  through  1980   4.80  1.25  6.05  7.0  1.25  8.25  4.95  1.10  6.05  7.0  1.10  8.10 

1981  through  1985   4.80  1.35  6.15  7.0  1.35  8.35  4.95  1.35  6.30  7.0  1.35  8.35 

1986  through  2010   4.80  1.45  6.25  7.0  1.45  8.45  4.95  1.50  6.45  7.0  1.50  8.50 

2011  plus   5.85  1.45  7.30  7.0  1.45  8.45  5.95  1.50  7.45  7.0  1.50  8.50 


The  bill  advances  increases  under  tlie  SSI  program  of  $10  for  an 
individual  and  $15  for  a  couple  which  would  be  effective  in  July  1974, 
under  Public  Law  93-66  to  the  initial  payments  which  will  be  made 
under  that  program  in  Januar}^  1974.  Your  committee's  bill  provides 
further  increases  of  $6  for  an  individual  and  $9  for  a  couple  in  July 
1974,  when  the  second  portion  of  the  increase  in  social  security  benefits 
would  be  paid. 

in.  GENERAL  DISCUSSION 
A.  Background  liiformation  or  Existing  Legislation 

Public  Law  92-336,  enacted  in  Jul}^  of  1972,  contained  provisions 
to  increase  social  security  benefits  by  20  percent  for  September  1972 
and  to  increase  benefits  automatically  in  the  future  in  proportion  to 
increases  in  the  cost  of  living.  Generall}^  speaking,  if  the  cost  of  living 
rises  by  at  least  3  percent  between  the  base  periods  specified  in  the 
law,  social  security  benefits  are  increased  under  these  provisions  by 
the  same  percentage  as  the  increase  in  the  cost  of  living.  Each  of  the 
benefit  increases  becomes  effective  for  the  January  follovv^ing  the 
year  in  which  the  rise  in  the  cost  of  living  is  computed.  The  first  of 
the  cost-of-living  increases  under  the  provisions  of  present  law  cannot 
take  effect  until  January  1975. 

Public  Law  93-66,  enacted  in  July  of  1973,  provided  for  a  special 
5.9  percent  cost-of-living  increase  applicable  onl}^  to  benefits  paj^able 
for  June  1974  through  December  1974.  This  increase,  which  was  based 
upon  the  increase  in  the  cost  of  living  in  the  12-month  period  between 
June  1972  and  June  1973,  was  enacted  as  an  advance  payment  of  a 
portion  of  the  first  automatic  benefit  increase  which  would  be  effective 
for  January  of  1975.  Under  it,  the  5.9  percent  advance  benefit  increase 
would,  in  effect,  be  deducted  from  the  automatic  increase  that  would 
be  pa^T^able  for  January  1975. 

The  estimated  amount  of  the  automatic  benefit  increase  that  would 
be  payable  for  Januar}^  of  1975  has  been  increased  on  several  occasions 
since  Public  Law  92-336  ¥/as  enacted.  When  the  Social  Security 
Amendments  of  1972  (Public  Lav/  92-603)  were  enacted  a  little  over  a 
year  ago,  the  amount  of  the  automatic  benefit  increase  for  Januar^r 
1975  was  estimated  to  be  5.1  percent.  When  Public  Law  93-66  was 
enacted  in  Juh^  of  1973,  it  was  estimated  that  the  first  automatic  bene- 
fit increase  would  be  between  7.1  percent  and  8.5  percent,  as  a  result 
of  continued  high  increases  in  the  cost  of  living.  The  amount  of  the 
automatic  benefit  increase  for  January  1975  is  now  estimated  to  be 
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11.5  percent.  These  several  revisions,  which  reflect  higher  increases  m 
living  costs  than  earlier  expected,  have  significant  effects  upon  future 
social  securit}^  trust  fund  balances. 

The  estimated  long-range  deficit  of  the  present  old-age,  survivors, 
and  disabilit}^  insurance  (OASDI)  system  (over  the  75-year  period 
used  for  making  such  estimates)  is  now  —0.76  percent  of  payroll,  up 
from  —0.32  percent  shown  in  the  trustees  report  submitted  to  Con- 
gress in  July  1973. 

B.  Change  in  Social  Security  Benefit  Increase 

Since  the  5.9-percent  benefit  increase  was  enacted  in  Jul}^  the  cost  of 
living  has  continued  to  increase  at  a  ver}^  high  rate.  Your  committee 
now  believes  that  the  5.9-percent  benefit  increase  which  would  not  be 
received  b}^  beneficiaries  until  July  of  next  year  is  no  longer  adequate 
to  assure  that  pa^^ments  made  to  social  security  beneficiaries  will  be 
increased  to  reflect  the  unusually  rapid  increase  in  living  costs  that 
have  persisted  in  the  months  since  Public  Law  93-66  was  enacted. 

Your  committee's  bill,  therefore,  would  substitute  for  the  5.9- 
percent  benefit  increase  effective  for  June  1974,  a  two-step  cost-of- 
living  benefit  increase;  a  7-percent  interim  increase  effective  for  March 
through  May  1974  followed  by  the  full  11-percent  across-the-board 
increase  effective  for  June  1974.  These  increases  would  also  apply  to 
the  special  payments  made  to  persons  age  72  and  over  who  are  not 
insured  for  regular  social  security  cash  benefits. 

Present  law  provides  a  special  minimum  benefit  for  people  who  have 
worked  for  relatively  low  wages  for  long  periods  of  time.  Wlien  this 
provision  was  enacted  in  1972,  the  law  provided  specifically  that  bene- 
fits based  on  this  provision  would  not  be  increased  when  regular 
automatic  cost-of-living  benefit  increases  occurred.  Because  of  the 
short  period  of  time  that  this  provision  has  been  in  effect,  not  enough 
data  has  been  gathered  concerning  the  recipients  of  these  payments 
to  determine  with  any  degree  of  certainty  the  need  for  increasing 
these  benefits  on  a  periodic  basis.  The  committee's  bill,  however,  does 
provide  for  a  one-time  permanent  increase  in  the  special  minimum 
benefit.  The  bill  w^ould  increase  from  $8.50  to  $9  the  amount  payable 
for  each  year  of  coverage  in  excess  of  10  ^^^ears  and  less  than  30  years. 
Thus,  the  highest  special  minimum  payment  would  increase  from 
$170  to  $180  for  workers  with  30  or  more  years  of  coverage.  This 
action  should  not  be  taken  as  a  judgment  that  these  payments  are 
to  be  increased  in  the  future. 

C.  Changes  in  the  Automatic  Benefit  Adjustment  Provisions 

Under  present  law,  the  cost  of  living  for  the  automatic  benefit 
increase  provisions  is  measured  from  the  second  quarter  of  one  year 
to  the  second  quarter  of  the  next  3^ear  with  any  benefit  increase  pay- 
able for  the  follov/ing  January.  This  results  in  a  7-month  lag  between 
the  end  of  the  period  which  is  used  to  determine  the  rise  in  the  cost-of- 
living  for  an  automatic  benefit  increase  and  the  payment  of  such 
increase.  (The  January  check  is  actually  received  in  February,  7 
months  after  the  close  of  the  second  calendar  quarter.) 

Your  committee  believes  that  an  increase  under  the  automatic 
benefit  adjustment  provisions  of  the  law  should  reflect  the  rise  in  the 
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cost  of  living  as  closely  as  possible.  In  order  to  achieve  this  purpose, 
the  bill  would  change  the  automatic  adjustment  provisions  of  the  law 
to  provide  that  future  benefit  increases  be  computed  on  the  basis  of 
the  Consum-er  Price  Index  for  the  first  calendar  quarter  rather  than 
the  second  calendar  quarter  of  the  year  as  under  present  law  and  that 
the  resulting  automatic  benefit  increase  be  effective  for  June  of  the 
year  in  which  a  determination  to  increase  benefits  is  made.  This 
would  reduce  the  lag  between  the  end  of  the  calendar  quarter  used  to 
measure  the  rise  in  the  cost  of  living  and  the  payment  of  the  resulting 
benefit  increase  from  7  months  to  3  months.  It  would  also  mean  that 
automatic  benefit  increases  in  the  future  wouI3™l3e  payable  in  tEF 
month  in  which  any  revised  premiums  under  the  supplemental  medical 
insurance  program  would  be  effective,  thus  providing  the  opportunity 
to  make  both  adjustments  in  benefit  checks  at  the  same  time. 

Since  the  11 -percent  benefit  increase  provided  for  in  the  bill  approxi- 
mately reflects  the  estimated  rise  in  the  cost  of  living  into  the  second 
calendar  quarter  of  1974,  the  bill  provides  specifically  that  for  purposes 
of  determining  the  first  automatic  benefit  increase  effective  for  June 
1975,  the  increase  in  living  costs  would  be  determined  from  the  second 
calendar  quarter  of  1974  to  the  first  calendar  quarter  of  1975. 

These  changes  would  not  affect  the  automatic  adjustment  provisions 
relating  to  the  contribution  and  benefit  base  and  the  earnings  limita- 
tion, except  that  these  increases  would  occur  periodically  in  January 
following  a  June  benefit  increase  rather  than  in  the  same  January  for 
which  benefits  would  be  increased  under  present  law.  The  bill  spe- 
cifically provides  that  the  11 -percent  benefit  increase  for  June  of 
1974  provided  for  by  the  bill  shall  be  considered  an  automatic  benefit 
increase  for  purposes  of  permitting  an  automatic  increase  in  the 
contribution  and  benefit  base  and  the  earnings  limitation  effective 
beginning  January,  1975. 

D.  Financing  of  the  Social  Security  System 

In  the  course  of  consideration  of  this  benefit  increase,  your  com- 
mittee became  concerned  about  the  financial  soundness  of  the  present 
program.  Although  your  committee  believes  that  this  bill  will  make 
a  significant  improvement  in  the  financial  status  of  the  program,  it 
believes  that  a  basic  review  of  the  financing  and  other  major  char- 
acteristics of  the  system  is  overdue.  To  this  end,  your  committee  has 
instructed  the  Secretary  of  Health,  Education,  and  Welfare  to  ex- 
pedite the  appointment  of  the  next  Advisory  Council  on  Social 
Security  (which  under  present  law  is  required  to  be  appointed  by 
the  end  of  December  1973)  and  to  inform  the  Council  of  your  com- 
mittee's concern.  Your  committee  also  instructs  the  Council  to 
consider  the  role  of  the  social  security  program  in  providing  an  ade- 
quate level  of  benefits  in  addition  to  an  equitable  benefit  based  on 
individual  earnings  levels.  Your  committee  further  instructs  the 
Council  to  review  in  depth  the  existing  methods  of  financing  social 
securit}^  benefits,  and  both  the  short-range  and  the  long-range  im- 
plications as  to  benefits  and  taxes  as  well  as  to  the  economy  in  general. 

Your  committee  has  also  instructed  its  staff  to  conduct  an  in- 
dependent review  of  these  same  matters  using  the  resources  of  the 
Congressional  Research  Service,  the  General  Accountmg  Office, 
and  all  other  available  sources  as  required. 
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In  this  connection,  3^oiir  committee  has  been  advised  that  the 
Congressional  Research  Service  has  taken  steps  to  develop  an  in- 
dependent actuarial  resource  which  would  be  available  to  the  Con- 
gress and  urges  that  such  an  effective  resource  be  developed  as  rapidly 
as  possible. 

E.  Reasons  for  a  Flat  Interim  Benefit  Increase 

When  3^our  committee  was  considering  various  alternative  benefit 
increases,  it  was  informed  by  the  Social  Securit}^  Administration  that 
it  would  not  be  possible  to  issue  checks  to  beneficiaries  containing 
a  regular  benefit  increase  prior  to  the  checks  that  are  scheduled  to 
be  mailed  on  Ma^^  3,  1974. 

The  Social  Security  Administration  informed  the  committee  that 
it  did  not  have  the  capability  to  implement  the  new  SSI  program  and 
at  the  same  time  recompute  the  benefits  of  all  social  security  bene- 
ficiaries in  the  mamier  that  social  security  benefit  increases  have  been 
enacted  in  the  past  and  to  reflect  such  a  benefit  increase  in  the  checks 
received  by  social  securit}^  beneficiaries  prior  to  the  checks  which  will 
be  issued  and  mailed  on  May  3,  1974. 

With  respect  to  the  7-percent  benefit  increase  payable  for  March 
through  May  of  1974,  your  committee's  bill  therefore  provides  for  a 
simplified  benefit  increase  that  is  different  in  nature  from  the  benefit 
increases  that  have  been  enacted  in  the  past.  Under  usual  benefit 
increase  provisions  (including  the  automatic  benefit  provisions),  the 
basic  primary  insurance  amount  (PIA)  which  is  used  to  compute 
the  amount  of  the  various  types  of  social  security  benefits  is  raised 
b}^  the  required  percentage  and  then  all  benefits  are  recomputed  based 
on  the  increased  PIA  amount. 

The  interim  7-percent  increase  effective  for  March  1974,  would 
be  applied  directl}^  to  the  individual  benefit  amounts  would  be  payable 
under  present  law  rather  than  to  the  PIA  amounts,  thus  avoiding 
the  time  consuming  procedures  required  to  increase  individual  benefits 
based  on  increased  PIA  amounts. 

The  Social  Securit}^  Administration  informed  3'our  committee  that 
it  would  be  possible  to  reflect  this  type  of  a  benefit  increase  in  the 
social  security  benefit  checks  that  are  mailed  to  beneficiaries  on  April 
3,  1974.  The  11-percent  across-the-board  increase  eft'ective  for  June 
1974  will  raise  the  PIA  amounts  as  has  been  done  in  previous  benefit 
increases. 

F.  Supplenientai  Security  Income  Benefits 

The  new  program  of  supplemental  security  income  (SSI)  is  a 
federally  administered  program  which  mil  take  over  most  of  the 
responsibility  of  the  former  Federal-State  programs  of  old-age  assis- 
tance, aid  to  the  blind,  and  aid  to  the  permanently  and  totally  dis- 
abled on  Januar}^  1,  1974.  The  task  of  conversion  to  a  single  Federal 
program  with  uniform  standards  for  Federal  benefits  has  been  a  monu- 
mental one  and  is  now  far  advanced.  It  is  estimated  that  over  3  million 
recipients  under  the  State  progi^ams  mil  move  into  the  new  program — 
up  to  3  million  more  people  may  be  eligible  for  benefits  under  it. 

In  July  1973  there  v/ere  1,839,000  recipients  of  old-age  assistance, 
78,000  recipients  of  aid  to  the  blind,  and  1,217,000  recipients  of  aid 
to  the  permanently  and  tot  all}'  disabled.  All  of  these  recipients  will 
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qualify  for  the  SSI  program  or  for  State  supplements.  It  has  been 
reported  that  some  States  have  been  carefully  reexamining  their  Aid 
to  Families  with  Dependent  Children  and  general  assistance  rolls  to 
determine  whether  any  of  these  persons  will  Cjualify.  Thus,  the  total 
number  of  present  welfare  recipients  who  are  transferred  to  the  pro- 
gram will  probably  be  larger  than  the  number  in  the  present  aged, 
blind,  and  disabled  categories.  The  Federal  Government  will  bear  the 
full  administratiA'e  costs  of  the  SSI  program  and  an  option  is  provided 
to  States  for  the  Federal  Government  to  administer  any  State  supple- 
mental paAmaents,  thereby  relie^Tug  the  States  of  very  substantial 
administrative  costs.  Persons  eligible  for  SSI  must  meet  a  standard 
test  of  need  including  both  income  and  resources  and  as  a  group  may 
be  assumed  to  include  a  very  high  proportion  of  beneficiaries  who  are 
in  greatest  need  because  of  recent  rapid  increases  in  the  cost  of  living. 

The  conmiittee  considered  it  desirable  to  increase  the  benefits  to 
these  persons  even  before  the  social  security  benefit  increase  could 
become  effective.  Under  existing  law,  benefits  would  be  $130  for  an 
eligible  indi^^dual  without  other  income  and  $195  for  such  an  indivi- 
dual and  a  spouse  from  January  to  June  1974  and  would  be  increased 
in  July  to  $140  for  an  individual  and  $210  for  a  couple.  Your  commit- 
tee  bill  m^oves  this  increase  forward  to  January  1,  a  change  which  the 
Social  SeciiritA'  Administration  testified  was  administratively  feasible. 
The  biU  would  further  increase  these  amounts  to  $146  and  $219  on 
July  1  when  the  full  social  security  increase  occurs.  While  the  January 
increase  precedes  the  7-percent  advance  payment  of  the  social  security 
increase,  it  is  roughly  proportionate  to  it  and  the  July  increase  ap- 
proximates the  same  percentage  which  the  additional  social  security 
benefit  increase  in  the  July  1974  social  security  checks  represents. 
Conforming  changes  were  made  in  the  benefits  of  certain  essential 
persons  provided  under  Public  Law  93-66  so  that  they  \vill  conform  to 
a  spouse's  benefit  as  they  did  under  that  law. 

A  considerable  number  of  States  expect  to  supplement  the  SSI 
benefit  because  the  new  Federal  benefit  will  be  smaller  than  the 
amount  that  they  have  previously  paid.  (For  persons  with  larger 
incomes  in  December  1973  as  a  result  of  pa^maents  imder  State  welfare 
programs,  supplementation  is  mandated  under  Public  Law  93-66.) 
States  have,  in  man}'  instances,  already  made  their  plans  and  received 
their  appropriations  for  these  pa^mients.  The  committee  accordingh' 
felt  it  necessary  to  give  them  maximum  flexibility  during  the  beginning 
of  the  program.  Eight  States  are  subject  to  the  so-callecl  hold  harmless 
provision  of  Pubhc  Law  92-603  which  provides  that  the  States  may 
maintain  an  ''adjusted  payment  level"  ec[uivalent  to  pa}Tnents  wliich 
would  have  been  made  under  its  plan  in  January'  1972  and  that  if 
providing  this  amount  to  SSI  beneficiaries  exceeds  the  expenditures 
made  b}^  the  States  from  non-Federal  funds  during  the  calendar  year 
1972,  the  Federal  Government  will  pa^^  the  excess. 

The  Congress,  in  developing  the  supplemental  security'  income 
program,  established  a  uniform  benefit  structure  which  was  regarded 
as  the  Federal  responsibility.  It  recognized  that  States  might  wish  to 
add  to  the  amount  of  the  Federal  benefit  because  of  livmg  arrange- 
ments, high  living  costs  and  other  factors.  However,  its  clear  and 
unequivocal  intention  was  that  such  payments  would  be  a  State 
responsibility  and  wholly  State  financed.  A  '"'hold  harmless"  provision 
was  included  because  of  the  uncertainty  of  costs  of  trying  to  maintain 

2. 3-9  61— 73  2 


10 


benefit  levels  comparable  to  what  the  States  have  been  paying.  How- 
ever, it  was  not  intended  that  modification  of  total  income  be  assured. 
Notwithstanding  this  general  philosophy?-,  at  this  late  date,  your  com- 
mittee does  not  believe  that  all  States  can  shift  their  financial  planning 
before  January  1.  The  bill  accordingly  provides  that  during  the 
calendar  year  1974,  the  ''adjusted  payment  level"  computed  for 
purposes  of  the  ''hold  harmless"  provision  may  be  raised  by  the 
amount  of  the  January  increase  in  SSI  benefits  ($10  for  individuals 
and  $15  for  couples). 

The  concept  of  adjusted  payment  levels  is  essentially  on  an  average 
basis  and  in  many  States  the  actual  level  varies  according  to  living 
arrangements  and  geographical  locations  of  recipients.  The  same 
concept  of  averaging  would  be  expected  to  apply  to  the  distribution 
of  the  $10  and  $15  increase  if  a  State  chooses  to  adjust  some  or  all  of 
its  adjusted  payment  levels.  No  State  is  mandated  to  increase  the 
total  income  of  SSI  beneficiaries  above  what  is  now  planned  when 
that  income  is  made  up  in  part  of  the  Federal  supplemental  security 
income  benefit  and  in  part  of  a  State  supplemental  payment.  It 
should  be  clearty  understood  that  this  provision  was  included  only 
because  of  the  lack  of  time  in  relation  to  the  January  1,  1974,  starting 
date  of  the  SSI  program  and  the  possible  difficulties  of  securing  changes 
in  State  legislation,  appropriations  and  plans  already  made  for  the 
initial  phase  of  the  SSI  program.  It  is  not  the  intention  of  the  com- 
mittee that  this  should  be  taken  as  an}^  modification  of  our  intention 
in  Public  Law  92-603  which  established  the  SSI  program. 

IV.  ACTUARIAL  COST  ESTIMATES  UNDER  THE  BILL 

A.  Summary  of  Actuarial  Status  and  Changes  in  Methodology 

1,  Old-age,  survivors,  and  disability  insurance  program 

The  long-range  cost  estimates  for  the  old-age,  survivors,  and  dis- 
ability insurance  system,  as  modified  by  the  amendments,  as  well  as 
for  its  two  portions  (OASI  and  DI)  considered  individually,  show  that 
future  income  and  outgo  are  in  close  balance.  These  estimates  follow 
the  methods  and  financing  policies  adopted  in  July  1972  when  Public 
Law  92-336  was  enacted. 

Two  important  changes  were  then  incorporated  into  the  financing 
of  the  program.  One  is  related  to  the  actuarial  methodology  used  to 
evaluate  the  long-range  cost  of  the  OASDI  system.  The  second  deals 
with  the  financing  policy  to  be  followed  in  the  future.  Both  of  these 
changes  were  recommended  by  the  1971  Advisory  Council  on  Social 
Security;  and  both  were  endorsed  by  the  Board  of  Trustees  of  the 
Federal  Old- Age,  Survivors,  and  Disability  Insurance  Trust  Funds. 

The  most  important  change  involved  in  the  new  actuarial  method- 
ology lies  in  the  adoption  of  d^mamic  assumptions  as  to  benefits,  tax- 
able earnings,  and  the  taxable  earnings  base  in  contrast  to  the  static 
assumptions  that  were  employed  prior  to  1972. 

The  new  methodology  is  such  that  if  all  of  the  actuarial  and  eco- 
nomic assumptions  should  be  exactly  realized,  the  financing  would 
provide  sufficient  income  so  that  in  the  future  the  benefit  table  could 
be  increased  as  fast  as  the  Consumer  Price  Index  (CPI),  as  provided 
under  the  automatic  provisions  in  the  law.  Benefit  increases  that  may 
be  enacted  in  the  future  beyond  those  automatically  provided  for 
would  require  additional  financing.  The  contribution  tax  schedules 
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in  the  bill  were  designed  to  finance  all  the  costs  arising  from  the 
provision  in  the  law  as  it  was  amended. 

In  recognition  of  the  sensitivity  of  the  estimates  to  various  demo- 
graphic and  economic  factors,  a  margin  for  contingencies  has  been 
introduced  into  the  long-range  cost  estimate  for  OASDI,  and  is  in- 
cluded within  the  tax  schedule  recommended  by  your  committee. 

The  important  change  in  the  financing  policy  is  that  the  concept  of 
''current-cost"  financing  is  used  in  determining  the  tax  schedule. 
Under  this  concept  the  contribution  rates  are  determined  so  that  the 
OASDI  trust  funds  increase  in  size  as  expeiiditures  increase  and  serve 
as  a  reserve  for  future  contingencies.  In  the  financing  of  the  bill  your 
committee  adopted  financial  arrangements  that  would  yield  sufficient 
income  to  meet  outgo  both  in  the  near  term  and  for  many  years  in 
the  future, 

2.  Hospital  insurance  program 

The  long-range  cost  estimates  for  the  hospital  insurance  program, 
under  the  modified  tax  schedule  in  the  bill,  show  that  over  the  25-year 
period  used  to  evaluate  the  program,  future  income  and  outgo  are  in 
close  balance. 

The  methodology  used  to  determine  actuarial  balance  closely 
parallels  that  used  for  the  OASDI  program.  However,  since  dynamic 
assumptions  were  already  being  used  in  the  past  to  estimate  benefits, 
taxable  earnings,  and  earnings  bases  under  the  HI  program,  the  new 
actuarial  methodology  used  for  the  HI  estimates  is  very  similar  to 
that  used  in  estimates  for  previous  legislation. 

The  financing  policy  to  be  followed  in  the  future  for  HI  also  parallels 
that  for  the  OASDI  program. 

B.  Basic  Actuarial  Principles  and  Consideration 

1.  Actuarial  soundness  of  the  system 

The  Congress  has  always  carefully  considered  the  cost  aspects  of  the 
old-age,  survivors,  and  disability  insurance  system  and  of  the  hospital 
insurance  system  when  amendments  to  the  program  have  been  made, 
and  has  very  strongly  believed  that  the  tax  schedule  in  the  law  should 
make  these  systems  self-supporting  and  actuarially  sound  as  nearly  as 
can  be  foreseen. 

The  concept  of  actuarial  soundness  as  it  applies  to  the  old-age,  sur- 
vivors, disabilit}^,  and  hospital  insurance  system  differs  considerably 
from  this  concept  as  it  applies  to  private  insurance  or  private  pension 
plans,  although  there  are  certain  points  of  similarity  with  the  latter. 
In  connection  with  individual  insurance,  the  insurance  company  or 
other  administering  institution  must  have  sufficient  funds  on  hand  so 
that  if  operations  are  terminated,  it  will  be  in  a  position  to  pay  off  all 
the  accrued  liabilities.  This,  however,  is  not  a  necessary  basis  for  a 
national  compulsory  social  insurance  system  and,  moreover,  is  fre- 
quently not  the  case  for  well-administered  private  pension  plans 
which  may  not,  as  of  any  given  time,  have  enough  assets  to  cover  all 
the  liability  for  prior  service  benefits. 

It  can  reasonably  be  presumed  that,  under  Government  auspices, 
such  a  social  insurance  system  will  continue  indefinitely  into  the  future. 
The  test  of  financial  soundness  then,  is  not  a  question  of  whether  there 
are  sufficient  funds  on  hand  to  pay  off  all  accrued  habilities.  Rather, 
the  test  is  whether  the  expected  future  income  from  tax  contributions 
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and  from  interest  on  invested  assets  will  be  sufficient  to  meet  antici- 
pated expenditures  for  benefits  and  administrative  costs  over  the  long- 
range  period  considered  in  the  actuarial  valuation.  Thus,  the  concept 
of  ''unfunded  accrued  hability"  does  not  apply  to  a  social  insurance 
system  as  it  does  to  a  plan  established  under  private  insurance  princi- 
ples, and  it  is  quite  proper  to  count  both  on  receiving  contributions 
from  neTT  entrants  to  the  system  in  the  future  and  on  paying  benefits 
to  this  gToup  diu-ing  the  period  considered  in  the  valuation.  The  addi- 
tional assets  and  habilities  must  be  considered  in  order  to  deternmie 
whether  the  s^'stem  is  in  actuarial  balance. 

The  old-age,  survivors,  disability  and  hospital  insurance  programs 
are  actuarially  sound  if  they  are  in  actuarial  balance.  This  will  be  the 
case  if  the  estimated  future  income  from  contributions  and  from  in- 
terest earnings  on  the  acctimulated  contingency  trust  funds  will,  over 
the  long-range  period  considered  in  the  valuation,  support  all  the  sys- 
tem's expenditures.  Obviously,  future  experience  may  be  expected  to 
vary  from  any  actuarial  cost  estimates  made  now.  Nonetheless,  the 
intent  that  the  system  be  self-supporting  (and  actuarially  sound)  can 
be  expressed  in  law  by  utihzing  a  contribtition  schedule  that,  accord- 
ing to  the  cost  estimates,  results  in  the  system  being  in  balance  or 
substantially  close  thereto. 

2.  Interrelaiiomhi])  vjith  ro:ilroad  retireraent  system 

An  important  element  affecting  old-age,  sur^rivors,  and  disability  in- 
surance costs  arose  through  amendments  made  to  the  Railroad  Retire- 
ment Act  in  1951.  These  provided  for  a  combination  of  railroad  retire- 
ment compensation  and  old-age,  sur^dvors,  and  disabiht}^  insurance 
covered  earnings  in  determining  benefits  for  those  with  less  than  10 
years  of  railroad  service  and  also  for  all  survivor  cases. 

Financial  interchange  provisions  were  estabhshed  so  that  the  old- 
age  and  survivors  insurance  trust  fiuid  and  the  chsabihty  insmance 
trust  fund  are  placed  in  the  same  financial  position  in  which  they 
would  have  been  if  railroad  employment  had  always  been  covered 
under  the  program.  It  is  estimated  that,  over  the  long  range,  the  net 
effect  of  these  provisions  wiU  be  a  small  loss  to  the  old-age,  survivors, 
and  disabihty  insurance  system  since  the  reimbtu'sements  from  the 
railroad  retirement  sA'stem  will  be  somewhat  smaller  than  the  net  addi- 
tional benefits  paid  on  the  basis  of  railroad  earnings. 

Similar  provisions  were  estabhshed  for  the  hospital  insurance  pro- 
grams. However,  the  railroad  retu'ement  sj.'stem  essentially  acts  as 
an  intermechary  for  benefit  payments,  and  in  addition,  transfers  to 
the  HI  trust  fund  the  appropriate  HI  employer-employee  contribu- 
tions once  a  year. 

C.  Actuarial  Cost  Estimates  for  the  OASDI  System 

1.  Efect  of  the  hill  on  the  actuarial  balance  oj  the  OASDI  system 

From  an  actuarial  cost  standpoint,  the  major  features  of  the  biU 
are  as  f oUows  : 

a.  Benefits  are  increased  by  11  percent  effective  for  June  1974.  A 
portion  of  this  increase  equivalent  to  7  percent  would  be  advanced  and 
would  be  payable  for  the  period  March-May  1974  on  a  flat  increase 
basis,  i.e.,  all  benefits  would  be  increased  7  percent  over  what  would 
be  payable  under  the  present  law. 
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b.  The  automatic  adjustment  provisions  are  modified  so  that  auto- 
matic increases  in  benefits  vroiikl  be  eitective  for  the  month  of  June 
in  each  A^ear  based  on  tlie  increases  in  CPI  from  the  first  calendar 
quarter  of  the  pre^uous  year  to  the  first  calendar  quarter  of  the  year 
of  the  benefit  increase.  Howovf-r.  the  first  automatic  increase  would  be 
based,  as  in  present  law,  on  CP!  increases  from  the  quarter  in  which 
the  last  legislatod  benefit  increase  was  eiTective. 

c.  The  taxable  earnings  base  is  increased  from  the  scheduled  812,600 
to  $13,200  in  1974.  This  new  base  would  be  subject  to  automatic 
increases  after  1974  accorchng  to  the  increases  in  average  earnings.  All 
increases  in  the  base  would  be  triggered  oy  the  automatic  benefit 
increase  in  the  previous  year.  However,  the  base  increase  for  1975 
woidd  be  presumed  to  be  triggered  by  the  legislated  benefit  increase 
for  June  1974. 

d.  The  tax  schedule  would  be  modified  as  shown: 

TABLE  1.— CONTRIBUTION  RATES  FOR  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  UNDER  PRESENT 
LAW.  AS  COMPARED  WITH  THOSE  UNDER  THE  BiLL 

[In  percent] 


Employer  and  employee 


rate,  each 

Self-employed  rate 

Calendar  years 

Present  lav/ 

Bill 

Present  law 

Bill 

1374  to  1977    

1S7S  to  2010    

2011  and  after    

  4. 85 

  4. 80 

  5. 85 

4.S5 
4.95 
5.95 

7.0 

7.0 
7.  0 

7.0 
7.0 
7.0 

TABLE  2.— CONTRiEUTIO:j  RATES  FOR  OLD-AGE,  SURVIVORS,  AND  DISABiLITY  INSURANCE  UNDER  THE  BILL, 

SUBDIVIDED  BY  TRUST  FUND 

[In  percent] 


Employer  and  employee  rate,  each  Setf-employed  rate 


Calendar  years  OASI  Dl  Total  OASI  Dl  Total 


1974  to  1977    4.375  0.575  4.95  6.185  0.815  7.0 

1978  to  1980   4.350  .600  4.95  6.150  .850  7.0 

1981  to  1985   4.300  .650  4.95  5.080  .920  7.0 

1986  to  2010    4.250  .700  4.95  6.010  .990  7.0 

2011  plus   5.100  .850  5.95  6.000  1.000  7.0 


The  changes  in  the  actuarial  balance  of  the  system  from  its  situation 
under  present  law  to  that  under  the  bih,  by  t^'pe  of  change  involved, 
is  as  follows: 

TABLE  3.— CHAN  GES  IN  ACTUARIAL  BALANCE  OF  THE  OLD-AGE,  SURVIVORS  ,AND  DISABILITY  INSURANCESYSTEM 
EXPRESSED  IN  TERMS  OF  ESTlr.'ATED  AVERAGE  COST  AS  PERCENT  OF  TAXABLE  PAYROLL,  BY  TYPE  OF  CHANGE, 
LONG-RANGE  DYNAMIC  COST  ESTIf/.ATES,  PRESENT  LAW  AND  THE  BiLL 

[!n  percent] 

Item  OAS!  Dl  Total 

Actuarial  balance  undei  present  lav/   —0.48  —0.28  —0.76 

$13,200  earnings  base  in  1974   -.04  -01  -[-.05 

Benefit  increase  and  change  in  automatics   —.04  (0  —.04 

Revised  tax  schedule   -^.05  —.19  4-.  24 

Total  effect  of  change  in  bill   —05  -f.20  -f.25 

Actuarial  balance  under  bill   —.43  —.08  —.  51 


1  Less  than  0.005. 
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These  long-range  estimates  are  based  on  the  assumption  that 
average  earnings  will  increase  after  1977  at  an  annual  rate  of  5  percent, 
and  that  the  CPl  will  increase  at  2%  percent  per  year.  In  addition, 
a  safetjr  margin  of  three-eighths  of  1  percent  is  added  for  every  year 
after  1973  and  before  2011. 

It  is  estimated  that  the  changes  made  by  the  bill  would  restore  the 
sound  actuarial  position  of  the  old-age,  survivors,  and  disability 
insurance  program,  since  the  system  would  be  in  close  actuarial 
balance. 

Under  the  tax  schedule  recommended  by  your  committee,  the 
OASDI  system  would  have  an  actuarial  balance  of  —0.51  percent 
of  taxable  payroll,  which  is  within  an  acceptable  limit  of  variation 
of  5  percent  of  the  cost  of  the  system  or  about  0.57  percent  of  taxable 
payroll. 

2.  Income  and  outgo  in  near  future  for  the  OASDI  system 

Table  4  shows  the  progress  of  the  old-age,  survivors,  and  disability 
insurance  trust  fund  under  present  law  in  the  past  and  under  the  bill 
in  the  future.  Under  the  system  as  modified  by  your  committee's  biU, 
the  trust  fund  increases  in  all  future  years  shown.  In  1974,  the 
trust  fund  increases  by  about  $1.9  billion,  which  is  close  to  the  average 
increase  in  funds  in  the  5-3^ear  period  of  the  projection  1974-78. 
Durins:  this  period  the  funds  grow  from  $44  billion  at  the  end  of  1973 
to  $54^ billion  at  the  end  of  1978. 

TABLE  4.-OPERATiONS  OF  THE  OLD-AGE  AND  SURVIVORS  INSURANCE  AND  THE  DISABILITY  INSURANCE  TRUST 
FUNDS,  COMBINED,  CALENDAR  YEARS  1968-78 

[In  billions  of  dollars] 


Net  Net    Net  increase      Fund  at  end 


Calendar  year  income  disbursements         in  fund         of  period 


1968.   28.5  26.0  2.5  28.7 

1969     33.3  27.9  5.5  34.2 

1970   37.0  33.1  3.9  38.1 

1971   40.9  38.5  2.4  40.4 

1972-   45.6  43.3  2.3  42.8 

Estimated  future  experience: 

1973   54.8  53.4  1.4  44.2 

1974   63.1  61.2  1.9  46.1 

1975   68.5  67.6                .8  46.9 

1976...   74.8  73.1  1.7  48.6 

1977...   80.9  77.8  3.1  51.7 

1978   85.5  83.7  1.9  53.6 


S.  Increases  in  OASDI  benefit  disbursements  in  197Jf.-78 

The  increases  in  the  total  benefit  disbursements  of  the  old-age, 
survivors,  and  disability  insurance  system  in  calendar  years  1974-78, 
as  a  result  of  the  changes  in  the  bill  are  shown  in  table  5. 

Table  5. — Estimated  additional  OASDI  benefit  payments  in  calendar  years  1974-78 
under  the  provisions  in  the  bill 

[In  billions]  Additional 


Calendar  year:  henefiu 

1974   $2.  4 

1975   1.  0 

1976   ;4 

1977   -.  7 

1978   1.  3 
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4-  Long-range  OASDI  cost  projections 

(a)  Long-range  projection  of  OASDI  " current-cos  f 
Table  6  shows  the  current-cost  of  the  old-age  and  survivors  insur- 
ance program  and  of  the  disability  insurance  program  under  the 
system  as  would  be  modified  by  the  bill,  as  a  percentage  of  taxable 
payroll.  Also  shown  are  the  average  costs  of  the  two  programs. 

TABLE  6.— ESTIMATED  CURRENT-COST  i  OF  OLD-AGE,  SURVIVORS,  AND  DISABILITY  INSURANCE  SYSTEM  AS 
PERCENT  OF  TAXABLE  PAYROLL.^  UNDER  THE  BILL,  LONG-RANGE  DYNAMIC  COST  ESTIMATE.^  FOR 
SELECTED  YEARS,  1980-2045 


Old  age  and 


survivors  Disability 

Calendar  year  insurance        insurance  Total 


1980   8.92  1.26  10.18 

1985.     8.97  1.29  10.26 

1990         9.11  1.32  10.43 

1995      8.83  1.37  10.20 

2000      8.47  1.47  9.94 

2005    8.42  1.62  10.04 

2010....   8.92  1.75  10.67 

2015       9.64  1.78  11.42 

2020....      10.48  1.77  12.25 

2025       11.26  1.75  13.02 

2030      11.25  1.73  12.98 

2035      11.20  1.77  12.97 

2040        11.22  1.79  13.01 

2045     11.36  1.80  13.16 


Average  cost*..   9.81  1.58  11.39 


1  Represents  the  cost  as  percent  of  taxable  payroll  of  all  expenditures  in  the  year,  including  amounts  needed  to  main- 
tain the  funds  at  about  the  following  year's  expenditures. 

2  Payroll  is  adjusted  to  take  into  account  the  lower  contribution  rate  on  self-employment  income,  on  tips,  and  on  multiple- 
employer  excess  w/ages  as  compared  with  the  combined  employer-employee  rate. 

3  Under  the  dynamic  assumptions,  the  average  taxable  earnings  and  the  taxable  earnings  base  are  assumed  to  increase 
at  a  rate  of  5  percent  per  year,  while  the  benefit  table  is  subject  to  annual  increases  of  2^^  percent  according  to  increases 
in  CPI.  In  addition,  a  margin  of  ^  of  i  percent  is  added  for  every  year  after  1973  and  before  the  year  2011. 

<  Represents  the  arithmetic  average  of  the  current-cost  for  the  74-year  period  1973-2046  adjusted  for  the  effect  of  the 
fund  ratio  at  the  end  of  1972. 


The  above  projections  are  based  on  the  assumption  that  no  future 
changes  in  the  system  will  be  enacted.  This  means  that,  according  to 
the  automatic  provisions,  the  benefit  table  would  be  adjusted  periodi- 
cally to  reflect  increases  in  the  CPI  (assumed  at  2%  percent  per  year 
after  1977  and  higher  before  then)  and  that  the  taxable  earnings  base 
would  be  adjusted  simultaneously  to  reflect  increases  in  earnings 
(assumed  at  5  percent  per  year  after  1977  and  higher  before  then). 
In  addition,  a  margui  of  three-eights  of  1  percent  per  3^ear  for  years 
after  1973  and  before  2011  has  been  included  in  these  projections. 

D.  Basic  Assumptions  for  Cost  Estimates  for  OldnAge,  Survivors, 
and  Disability  Insurance  System 

1.  General  basis  for  long-range  cost  estimates 

The  long-range  estimates  for  the  old-age,  survivors,  and  disability 
insurance  program  presented  in  this  report  are  based  on  the  assump- 
tion that  average  earnings  in  covered  employment  will  increase  after 
1977  at  an  annual  rate  of  5  percent.  Similarly,  the  assumption  has 
been  made  that  the  CPI  will  increase  at  an  annual  rate  of  2%  percent. 
Higher  increases  for  both  earnings  and  CPI  are  assumed  for  the  early 
years.  These  assumptions  yield,  over  the  long-range,  an  implied  increase 
in  real  earnings  of  2}^  percent  per  year,  which  is  close  to  the  actual 
average  experience  of  the  last  20  years  (estimated  at  about  2.2  percent 
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per  3^ear  based  on  annual  averages  for  the  period  1952-72),  although  it 
must  be  observed  that  recent  experience  would  indicate  a  lower  average 
value  (about  1.9  percent  in  the  last  10  3^ears  and  1.4  percent  in  the  last 
5  years  based  on  annual  averages).  In  order  to  protect  the  financing  of 
the  S3^stem  against  possible  future  fluctuations  in  this  factor,  as  Vv'ell  as 
in  all  the  other  factors  used  in  the  cost  estimate,  a  safety  margin  of 
three-eighths  of  1  percent  has  been  added  for  ever}^  year  after  1973  and 
up  to  the  3^ear  2010.  It  will  be  noted  that  the  addition  of  this  margin  has 
approximately  the  same  effect  as  an  assumption  that  for  the  period 
1974-2010,  average  real  earnings  v/ill  increase  at  only  1%  percent  per 
year. 

The  estimates  reflect  the  effects  of  the  following  changes  assumed  to 
occur,  as  a  result  of  the  automatic  increase  provisions  under  present 
lavv^  and  under  the  system  as  it  would  be  modified  b}?"  committee  bill, 
in  each  year  1975,  1976,  1977,  and  1978  (amounts  for  1974  are  also 
shown  as  a  basis  for  comparison) : 

TABLE  7.— ASSUMED  FUTURE  CHANGES  UNDER  AUTOIV'iATIC  PROVISIONS 


General  benefit  increase 
(percent) 


Contribution  and  benefit 


Year 


Present 
law 


Committee 
bill 


Present 
law 


Committee 
bill 


Annua! 
exempt 
amount 
under  the 
retirement 
testi 


Special  increase:2  1974     5.9  7.0  $12,600  $13,200  $2,400 

Permanent  increase:  3 

1374     —  11.0  12,600  13,200  2,400 

1975    11.5  3.1  13,500  14,100  2,520 

1976   4.0  3.1  14.400  15,000  2,640 

1977   3.0                 —  15,300  15,900  2.880 

1978                                                         —  5.8  15,300  15,900  2,880 


1  Amounts  are  the  same  under  present  law  and  under  the  modified  system. 

2  Under  the  present  law,  as  modified  by  Public  Law  93-56,  the  special  benefit  increase  of  5.9  percent  is  effective  for 
the  period  June-December  1974;  under  the  modified  system,  the  special  benefit  increase  of  7  percent  is  effective  for  the 
period  IVlarch-May  1974. 

3  The  first  permanent  benefit  increase  (11.5  percent  under  present  law  and  11  percent  under  the  committee  bill)  will 
be  figured  on  the  benefit  rates  now  in  effect  and  not  on  top  of  the  special  benefit  increase  (5.9  percent  under  present 
law  and  7  percent  under  the  committee  bill).  Permanent  benefit  increases  under  present  law  become  effective  for  January 
of  the  stated  year;  under  the  modified  system,  they  become  effective  for  June. 

It  should  be  observed  that  the  assumptions  of  constant  annual 
increases  in  earnings  and  in  the  CPI  were  not  adopted  because  it  was 
felt  that  these  increases  would  remain  constant  in  the  future.  These 
assumptions  are  intended  to  represent  average  increases  over  the 
long-range  future,  with  the  increases  being  higher  in  some  years  and 
lower  in  others. 

The  long-range  cost  projections  are  based  on  assumptions  tliat  are 
intended  to  represent  close  to  full  emplo3mient  (average  unemploy- 
ment is  assumed  at  4;2  percent  of  the  labor  force).  The  aggregate 
amount  of  earnings  taxable  in  1973  under  the  base  of  $10,800  is 
estimated  at  about  $563  billion.  Similarly  it  is  estimated  that  $632 
billion  of  earnings  will  be  taxable  in  1974  under  the  scheduled  $13,200 
earnings  base.  The  latter  amxount  is  projected  to  increase  in  the  future 
as  the  covered  population  grows  and  as  the  average  taxable  earnings 
increase  due  to  adjustments  in  the  earnings  base  as  well  as  to  increases 
in  average  earnings  in  covered  emploj^ment. 

The  long-range  cost  estimates  presented  in  this  report  were  prepared 
for  a  75-year  period.  This  longer  period  of  valuation  is  appropriate 
because  of  the  projected  increase  in  the  aged  population.  The  reason 
for  this  is  that  the  number  of  births  in  the  1930's  was  very  low  as  com- 
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pared  with  both  prior  and  subsequent  experience.  As  a  result,  there 
will  be  a  dip  in  the  relative  proportion  of  the  aged  to  earners  from 
1995  to  about  2015,  which  would  tend  to  result  in  low  benefit  costs  for 
the  old-age,  survivors,  and  disability  insurance  system  during  that 
period.  For  this  reason,  a  period  extending  beyond  the  year  2015 
would  be  needed  to  show  the  effect  in  the  OASDI  costs  of  a  changing 
aged  population. 

2.  Measurement  of  costs  in  relation  to  taxable  payroll 

In  general,  long-range  costs  in  this  report  are  shown  as  a  percentage 
of  taxable  payroll.  This  is  the  best  measure  of  the  long-range  cost  of 
the  program.  Dollar  figures  taken  alone  could  be  misleading.  It  should 
be  recognized  that  cost  projections  based  on  dynamic  assumptions  in- 
volve the  use  into  the  distant  future  of  geometric  growth  in  economic 
factors,  which  would  tend  to  make  the  resulting  dollar  figures  difficult 
to  interpret  when  viewed  from  today's  economic  situation. 

8.  General  basis  for  short-range  cost  estimates 

The  short-range  cost  estimates  (shown  for  the  individual  years  1973- 
78)  assume  that  employment  and  earnings  will  increase  each  year. 
A  gradual  rise  in  the  earnings  level  in  the  future  (averaging  about 
6.2  percent  per  year)  is  assumed.  This  is  close  to  the  increase  that 
has  occurred  in  the  past  few  years  (estimated  at  about  6.2  percent  for 
the  last  3  years  and  about  6.0  percent  for  the  last  5  years  based  on 
annual  averages).  Covered  employment  is  assumed  to  increase  by 
about  1.9  million  workers  per  year  during  the  period.  The  CPI  is 
assumed  to  increase  at  an  average  rate  of  about  3.3  percent  per  year 
from  the  second  quarter  in  1974  to  the  first  quarter  in  1977.  Tins  is 
somewhat  below  the  level  that  occurred  in  the  past  few  years  (estimated 
at  about  5.9  percent  in  fiscal  year  1973  and  about  4.9  percent  for  the 
last  5  years,  based  on  annual  averages). 

E.  Actuarial  Cost  Estimates  for  the  Hospital  Insurance  Program 

1.  Efect  of  the  bill  on  the  actuarial  balance  of  the  hospital  insurance 
program 

The  only  provisions  in  the  bill  that  affect  the  actuarial  balance  of 
the  hospital  insurance  program  are  the  change  in  the  earnings  base 
and  the  modification  of  the  tax  schedule  as  outlined  in  the  preceding 
sections.  These  changes  would  move  the  program  from  a  small  deficit 
of  —0.01  percent  of  the  taxable  payroll  to  exact  balance.  The  tax 
schedule  under  the  bill  as  compared  with  present  law  is  shown  in 
table  8. 

TABLE  8.— CONTRIBUTION  RATES  FOR  HOSPITAL  INSURANCE  UNDER  BILL,  AS  COMPARED  WITH  THOSE  UNDER 

PRESENT  LAW 

II  n  percent) 

Employer,  employee,  and 
self-employed  rate,  each 


Calendar  year  Present  law  Bill 

1974  through  1977    -  -  — -  J- 00  0.90 

1978  through  1980       1-2| 

1981  through  1985       -  1-35  1.35 

1986  through  1998       1-45  1.50 


23-961—73  3 
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2.  Short-range  estimates  of  the  income  and  outgo  of  the  hospital  insurance 
program 

For  the  period  1974-78,  the  income  to  the  HI  program  would  be 
lower  under  the  bill  than  under  present  law.  Estimates  of  the  cash 
income  and  outgo  and  of  the  resulting  balances  in  the  hospital  in- 
surance trust  fund  are  shown  in  table  9  for  the  past  as  well  as  for 
the  next  5  calendar  3^ears. 

TABLE  9.— PROGRESS  OF  THE  SOCIAL  SECURITY  HOSPITAL  INSURANCE  TRUST  FUND  UNDER  BILL 

[In  billions  of  dollars] 


Net  Fund  at 

Net  Net  dis-  increase  end  of 

Calendar  year  income      bursements  in  fund  period 


1968     5.3  4.3  1.0  2.1 

1969.        5.3  4.9  .4  2.5 

1970      6.0  5.3  .7  3.2 

1971    5.7  5.9  -.2  3.0 

1972      6.4  6.5  -.1  2.9 

Estimated  future  experience: 

1973...    .-   11.4  8.1  3.4  6.3 

1974...     12.1  9.8  2.3  8.6 

1975     13.1  11.5  1.5  10.1 

1976....     14.3  13.0  1.2  11.3 

1977        15.4  14.7  .7  12.0 

1978       19.4  16.6  2.8  14.9 


3.  Long-range  cost  estimates  for  the  hospital  insurance  program 

The  adequacy  of  the  contribution  rates  to  support  the  hospital 
insurance  s^^stem  is  measured  b}^  comparison  with  the  ''current  costs'' 
for  the  program  over  a  25-3^ear  period.  The  current  cost  in  any  year  is 
essentially  the  combined  emplo3'er-emplo3'ee  contribution  rate  that 
would  be  just  sufficient  to  (a)  provide  the  benefit  paj^ments  and  ad- 
ministrative expenses  for  the  year  and  (b)  maintain  the  trust  fund  at 
the  level  of  the  follov^Tiig  year's  disbursements.  If  the  trust  fund  is  not 
currently  equal  to  the  desired  level  of  expected  disbursements  during 
the  next  3^ear,  the  current-costs  must  be  modified  to  adjust  the  growth 
(or  decline)  of  the  trust  fund  to  a  path  that  will  lead  to  the  desired 
level  in  some  future  year. 

The  impact  of  the  bill  on  the  hospital  insurance  program  is  the 
increase  in  the  earnings  base  in  1974,  which  resuitstin  an  increase  in 
taxable  payroll  for  1974  and  all  years  thereafter,  and  the  modification 
in  the  tax  schedule  as  shown  in  table  8.  These  changes  affect  the 
long-range  actuarial  balance  of  the  HI  program  as  indicated  in 
table  10. 

Table  10. — Changes  in  actuarial  balance  of  hospital  insuraiice  system  as  percent 
of  taxable  payroll,  by  type  of  change  in  Public  Law  92-603 


Item  Percent 

Actuarial  balance  under  present  law  —  0.  01 

Effect  of  $13,200  earnings  base   +.  03 

Revised  contribution  schedule   — .  02 

Total  effect  of  changes  in  bill   +.01 

Actuarial  balance  under  bill   0. 


The  current  costs  of  the  hospital  insurance  system  over  the  next 
25  years  under  the  bill  is  as  shown  in  table  11. 
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Table  11. — Estimated  current  cost  ^  of  hospital  insurance  system  as  percent  of  taxable 
payroll,^  under  the  hill,  for  selected  years  1974-95  Cvrrent 

Calendar  year:  cost 

1974   1.72 

19/0   1.81 

1980   2  31 

1985   _  __  2  59 

1990   _      _  _  2*92 

1995  ::::  3:  is 

Average  cost  ^   2.  61 

1  Ratio,  to  taxable  payroll,  of  (a)  benefit  payments  and  administrative  expenses  for  insured  beneficiaries, 
and  (6)  the  amount  necessary  to  maintain  the  trust  fund  at  the  level  of  the  following  year's  disbursements. 

2  Taxable  payroll  is  adjusted  to  take  into  account  the  lower  contribution  rates  on  self -employment  income 
on  tips,  and  on  multiple  employer  "excess  wages." 

3  The  "average  cost"  is  the  average  of  the  "cuiTent  costs"  for  the  25-year  period  1973-97,  adjusted  to  build 
the  trust  fund  to  the  desired  level  of  the  next  year's  disbursements. 

V.  COSTS  OF  CARRYING  OUT  THE  BILL  AND  VOTE  OF 
THE  COMMITTEE  IN  REPORTING  THE  BILL 

In  compliance  with  clause  7  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  the  following  statement  is  made  relative  to  the 
costs  incurred  in  carr^ung  out  this  bill. 

A  complete  discussion  of  the  costs  of  the  social  security  provisions 
of  the  bill  is  contained  in  section  IV  of  this  report,  entitled  ''Actuarial 
Cost  Estimates  Under  the  Bill,"  which  describes  the  financing  of  the 
amended  programs  and  points  out  that  under  the  financing  provisions 
of  the  bill  the  programs  would  be  fulty  fmanced.  The  following  table 
sets  forth  the  estimated  additional  mcome  and  outgo  of  the  social 
security  trust  funds  under  present  law  resulting  from  the  provisions 
of  H.R.  11333,  for  fiscal  3-ears  1974  through  1979: 

ESTIMATED  ADDITIONAL  INCOME  AND  ADDITIONAL  OUTGO  OF  THE  OASI  AND  DI  TRUST  FUNDS  COMBINED  OVER 
PRESENT  LAW.  RESULTING  FROM  PROVISIONS  OF  H.R.  11333,  FISCAL  YEARS  1974-79 

[In  billions] 

Additional  Additional 

income  outgo 

Fiscal  year: 

1974—                                                                                                            $0.6  $0.9 

1975...                                                                                                         1.9  1.7 

1976.                                                                                                          2.1  .7 

1977..                                                                                                            2.4  .4 

1978                                                                                                             3.0  -.9 

1979.                                                                                                      3.7  1.9 


ESTIMATED  ADDITIONAL  INCOME  AND  ADDITIONAL  OUTGO  OF  THE  HI  TRUST  FUND  OVER  PRESENT  LAW, 
RESULTING  FROM  PROVISIONS  OF  H.R.  11333,  FISCAL  YEARS  1974-79 

[In  billions] 


Additional  1  Additional 
income  outgo 


Fiscal  year: 


1974         -$0.6  0 

1975       -1.2  0 

1976         -1.4  0 

1977         -1.6  0 

1973       -2.2  0 

1979     .-   -2.8  0 


•  As  explained  in  sec.  IV,  the  hospital  insLirance  tax  is  reduced  in  the  early  years,  but  the  status  of  the  fund  remains 
actuarially  sound.  The  long-range  status  of  the  system  Is  improved 
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The  increases  in  SSI  benefits  will  amount  to  $215  million  in  the  fiscal 
year  ending  June  30,  1974,  $250  million  in  fiscal  year  1975,  $250  million 
in  fiscal  year  1976,  $250  million  in  fiscal  year  1977,  $250  million  in 
fiscal  year  1978,  and  $250  million  in  fiscal  year  1979. 

The  temporary  change  in  the  hold-harmless  provision  affects  only 
the  fiscal  years  1974  and  1975.  It  will  not  appreciably  change  the 
amounts  already  included  in  the  fiscal  year  1974  budget,  but  in  its 
absence  a  savings  of  about  $100  million  would  be  realized  as  compared 
with  the  budget  figures.  The  estimated  cost  for  the  first  6  months  of 
fiscal  year  1975  (July-December  1974)  is  $100  milHon. 

Your  conunittee's  cost  estimates  relating  to  the  social  security  and 
SSI  provisions  of  the  bill,  which  were  furnished  to  the  committee  by 
the  Department  of  Health,  Education,  and  Welfare,  constitute  the 
best  information  available  at  this  time. 

In  compHance  with  clause  27(b)  of  rule  XI  of  the  Rules  of  the  House 
of  Representatives,  the  following  statement  is  made  relative  to  the 
vote  by  the  committee  on  the  motion  to  report  the  bill.  The  bill  was 
ordered  favorably  reported  by  a  voice  vote. 


SECTION-BY-SECTION  ANALYSIS  OF  THE  BILL 


Section  1.  Interim  Cost-of -Living  Increase  in  Social  Security 

Benefits 

Section  1  of  the  bill  provides  an  interim  increase  in  monthly  benefit 
amounts  and  lump-sum  death  benefits  payable  under  title  II  and  in 
the  amount  of  the  special  payments  made  to  certain  people  age  72  and 
older  who  have  never  worked  in  covered  jobs  or  who  have  had  less 
covered  work  than  is  needed  to  qualify  for  the  regular  retirement 
benefits.  This  increase  is  accomplished  by  amending  section  201  of 
Public  Law  93-66,  which  presently  provides  in  effect  for  a  5.9-percent 
increase  in  social  security  benefits,  effective  for  June  1974. 

Increase  in  benefit  amounts 

Section  1(a)  of  the  bill  amends  Public  Law  93-66  to  provide  that 
the  actual  amount  of  monthly  benefits  and  lump-sum  death  benefits 
payable  (rather  than  the  primary  insurance  amounts — the  amounts 
on  which  benefits  are  based  and  which  were  traditionally  increased 
under  past  general  benefit  increases  and  will  be  increased  in  the  future 
automatically)  mil  be  increased  by  7  percent.  The  increase  applies 
before  an}"  offsets  or  any  deductions  from  benefits  because  of  earnings 
from  work  or  failure  to  have  a  child  in  care  and  before  the  $255  limit 
is  applied  to  lump-sum  death  benefits,  but  after  adjustments  to  take 
account  of  entitlement  before  age  65,  the  limit  on  the  total  amount  of 
benefits  payable  to  a  family,  delayed  retirement  credits,  and  dual 
entitlement.  (An  increase  in  special  minimum  benefits  is  provided  in 
section  1(f)  of  the  bill.) 

Period  for  which  interim  benefit  increase  is  effective 

Section  (l)(b)  amends  Public  Law  93-66  to  provide  that  the 
7-percent  interim  increase  will  be  effective  for  monthly  benefits  for 
March  1974  through  May  1974  and  for  lump-sum  death  benefits 
based  on  deaths  occurring  in  March,  April,  or  May  1974. 

Interim  increase  not  to  be  handled  as  automatic  increase 

Section  (l)(c)  repeals  the  provision  of  Public  Law  93-66  requiring 
that  benefits  be  increased  in  the  manner  prescribed  by  section  215(i) 
of  the  Social  Security  Act. 

Increase  in  family  benefit  rates 

Section  1  (d)  of  the  bill  amends  Public  Law  93-66  to  assure  that  the 
11-percent  benefit  increase  provided  by  section  2  of  the  bill  will  be 
applied  to  the  family  benefit  rates  in  effect  prior  to  the  interim  7- 
percent  increase. 

Interim  increase  not  to  be  effective  beyond  May  1974 

Section  1(e)  of  the  bill  amends  Public  Law  93-66  to  terminate  the 
interim  7-percent  benefit  with  benefits  for  June  1974.  The  interim 
benefit  increase  of  5.9  increase  under  section  201  of  Public  Law  93-66 
(replaced  by  this  bill)  would  have  been  effective  through  December 
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1974.  Section  1(e)  also  amends  Public  Law  93-66  so  that  the  benefit 
increases  provided  by  section  2  of  the  bill  that  are  subject  to  reduction 
for  age,  or  subject  to  the  limit  on  the  total  monthly  amount  payable 
to  a  family,  will  be  applied  to  the  benefit  rates  in  effect  prior  to  the 
interim  7-percent  increase. 

Special  minimum  benefits 

Section  1(f)  of  the  bill  amends  section  215(a)(3)  of  the  Social 
Security  Act  to  increase  the  special  minimum  benefits.  Under  this 
amendment  (effective  for  months  after  February  1974)  the  special 
minimum  benefits  will  be  equal  to  $9  for  each  year  of  coverage  in 
excess  of  10  and  up  to  30,  rather  than  $8.50  for  each  such  year  of 
coverage  as  under  present  law.  The  highest  monthly  special  minimum 
benefit  possible  will  be  $180  under  the  change,  rather  than  $170  as 
imder  present  law. 

Section  2.  Eleven-Percent  Increase  in  Old-Age,  Survivors,  and 
Disability  Insurance  Benefits,  and  in  Benefits  for  Certain 
Individuals  Age  72  or  Over 

Section  2  of  the  bill  provides  a  general  benefit  increase  of  11  percent, 
effective  for  June  1974,  with  new  minimum  and  maximum  benefit 
amounts.  It  also  increases  the  amount  of  the  special  payments  made 
to  certain  people  age  72  and  older  who  have  never  worked  in  covered 
jobs  or  who  have  had  less  covered  work  than  is  needed  to  qualify  for 
the  regular  retirement  benefits  of  the  program. 

Primary  insurance  amount;  column  IV  oj  the  revised  benefit  table 

Section  2(a)  of  the  bill  amends  section  215(a)  of  the  Social  Security 
Act  to  substitute  a  new  table  for  the  present  iDenefit  table.  The  new 
table  effectuates  the  benefit  increase  for  people  who  are  on  the  benefit 
rolls  prior  to  June  1974  and  provides  benefit  amounts  higher  than  those 
under  present  law  for  people  who  come  on  the  benefit  rolls  in  or  after 
that  month.  The  new  primar}^  insurance  amounts,  shoT\Ti  in  column  IV 
of  the  table,  represent  an  increase  of  11  percent  over  the  primary 
insurance  amounts  presently  provided  (under  the  amendments  made 
by  Public  Law  92-336)  for  average  monthl}^  earnings  up  to  $1,000 — 
the  highest  average  monthly  earnings  possible  under  Public  Law 
92-336.  In  addition,  it  provides  benefits  at  a  20-percent  replacement 
rate  for  amounts  up  to  $1,100.  (The  primary  insurance  amount  is  an 
amount  equal  to  the  monthly  benefit  payable  to  a  worker  who  retires 
at  or  after  age  65  or  to  a  disabled  worker  who  had  not  previously  been 
entitled  to  a  reduced  old-age  benefit;  it  is  also  the  amount  on  which 
most  benefits  are  based.) 

An  approximation  of  the  benefits  shown  in  the  new  benefit  table  can 
be  arrived  at  by  taking  119.89  percent  of  the  first  $110  of  average 
monthly  earnings,  plus  43.61  percent  of  the  next  $290,  plus  40.75 
percent  of  the  next  $150,  plus  47.90  percent  of  the  next  $100,  plus 
26.64  percent  of  the  next  $250,  plus  20  percent  of  the  next  $100. 
Benefits  in  the  present  table  as  provided  by  Public  Law  92-336 
approximate  108.01  percent  of  the  first  $110  of  average  monthly 
earnings  plus  39.29  percent  of  the  next  $290,  plus  36.71  percent  of  the 
next  $150,  plus  43.15  percent  of  the  next  $100,  plus  24  percent  of  the 
next  $100,  plus  20  percent  of  the  next  $250. 

The  primary  insurance  amounts  provided  by  the  new  table  range 
from  a  minimum  of  $93.80  for  people  whose  average  monthly  earnings 
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are  S76  or  less  to  a  maximum  of  $469  for  people  who  have  average 
monthly  earnings  of  $1,100.  Average  monthly  earnings  as  high  as 
SI, 100  will  become  possible  in  the  future  under  the  $13,200  con- 
tribution and  benefit  base  which  the  bill  (in  section  5)  provides.  The 
primary  insurance  amounts  of  workers  getting  benefits  based  on 
Public  Law  92-336  (i.e  ,  workers  who  wiU  not  have  the  advantage  of 
the  increased  contribution  and  benefit  base)  are  raised  from  $84.50  to 
893. SO  at  the  minimum  and  from  S404.50  to  $449.00  at  the  maximum, 
payable  for  June  1974. 

The  total  monthly  amounts  of  benefits  payable  to  families  on  the 
basis  of  a  single  earnings  record,  showm  in  column  V  of  the  new  table, 
are  11  percent  higher  than  the  amoimts  shown  in  column  V  of  the 
present  benefit  table.  The  maximum  family  benefits  are  equal  to 
1?4  times  the  worker's  primary  insm^ance  amount  in  the  case  of  primary 
insurance  amoimts  below  $189.90,  and  range  up  to  about  1.88  times 
the  worker's  primary  insurance  amount  at  a  primary  insurance 
amount  of  S2 72.40.  From  a  primary  insurance  amount  of  $274.70  to 
the  maximum  primary  insurance  amount  of  §469.00  the  maximum 
family  benefit  is  graded  clown  slightly,  but  not  below  1.75  times  the 
worker's  primary  insurance  amoimt.  Tliis  formula  produces,  at  the 
maximima  possible  average  monthly  earnings  of  $1,100,  a  maximum 
family  benefit  of  about  three-fourths  of  the  average  monthly  earnings. 
Under  the  bill,  the  maximum  amount  of  monthly  benefits  payable  to 
a  family  will  range  from  $140.80  to  $820.80. 

Increase  in  special  age-72  payments 

Section  2(b)  of  the  bill  amends  section  227  of  the  act  to  increase 
from  $58.00  to  $64.40  the  monthly  amount  payable  to  transitionally 
insured  workers  and  Avidows  who  qualify  for  special  payments  under 
section  227  on  the  basis  of  3,  4,  or  5  quarters  of  coverage.  (To  qualify 
for  regular  retirement  benefits,  a  worker  has  to  have  a  minimum  of  6 
quarters  of  coverage.)  It  also  raises  from  $29.00  to  $32.20  the  amount 
payable  to  the  wives  of  men  who  qualify  for  benefits  under  that  section. 

Similarly,  section  2(b)  of  the  bill  amends  section  228  of  the  act  to 
increase  from  S58.00  to  $64.40  the  monthly  amount  payable  to  people 
who  qualify  for  monthly  pa^mients  under  section  228  on  the  basis  of 
no  quarters  of  coverage,  or  of  some  quarters  of  coverage  but  not 
enough  to  qualif}^  for  either  regular  retirement  benefits  or  pa^mients 
to  transitionally  insured  people,  and  to  increase  from  $29.00  to 
S32.20  the  montlily  amoimt  payable  to  a  wife  when  both  husband  and 
wife  are  entitled  to  benefits  under  that  section. 

Effective  date 

Section  2(c)  of  the  bill  provides  that  the  benefit  mcreases  under 
section  2(aj  Avill  be  eftective  for  monthly  benefits  for  and  after  June 
1974  and  for  lump-sum  death  paAmients  where  death  occurs  in  or 
after  that  month.  The  increases  in  special  paAmients  under  section 
2;b;  \vill  be  effective  Avith  respect  to  monthly  pa^nnents  for  and  after 
June  1974. 

^lisceUaneous  benefit  in<:rease  provisions 

Section  2(d)  of  the  bill  amends  Pubhc  Law  92-336  to  provide  that 
the  various  miscellaneous  provisions  which  are  necessary  each  time  a 
general  benefit  increase  is  provided,  and  which  were  automated  by 
Pubhc  Law  92-336,  will  become  effective  for  June  1974  in  order  to 
operate  in  conjunction  with  the  11-percent  general  benefit  increase. 
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Section  3.  Modification  of  Cost-of-Living  Benefit  Increase 

Provisions 

Section  3  of  the  bill  changes  the  automatic  adjustment  provisions 
enacted  by  Public  Law  92-336,  so  that  (except  in  the  case  of  the  first 
adjustment,  discussed  below)  the  basic  measuring  quarter  for  de- 
termining the  increase  in  the  consumer  price  index  which  is  to  be 
reflected  in  an  automatic  increase  in  benefits  will  be  the  first  calendar 
quarter  of  each  3^ear  rather  than  the  second,  and  the  increases  pro- 
vided will  be  effective  for  June  of  the  year  in  which  the  determination 
of  the  increase  is  made  rather  than  for  the  following  January.  The 
amount  of  the  increase  would  still  be  measured  from  the  later  of  the 
last  quarter  in  which  a  legislated  benefit  increase  became  effective 
and  the  last  quarter  which  previously  triggered  an  automatic  benefit 
increase.  The  earliest  month  for  which  an  automatic  benefit  increase 
could  be  effective  would  be  June  1975;  and  the  increase  in  the  con- 
sumer price  index  will  be  measured  from  the  second  quarter  of  1974 
through  the  first  quarter  of  1974  to  determine  the  amount  of  such 
benefit  increase.  The  requirement  that  the  appropriate  committees 
of  the  Congress  be  notified  by  August  15  of  the  year  prior  to  the 
January  effective  date  of  an  automatic  benefit  increase,  with  promul- 
gation of  a  table  for  computing  the  new  benefits  by  November  1 
prior  to  that  January,  is  changed  so  that  notification  to  the  Congress 
must  be  accompHshed  within  30  dajs  after  the  close  of  the  quarter 
which  triggered  an  increase  and  the  table  for  computing  the  new 
benefits  must  be  promulgated  within  45  days  of  the  close  of  that 
quarter. 

Automatic  benefit  increase 

Section  3(a)  of  the  bill  amends  section  215(i)(l)(A)(i)  of  the  Social 
Security  Act  to  provide  that  base  quarters  (the  quarters  used  to 
measure  the  increase  in  the  consumer  price  index)  are  defined  as  the 
first  quarter  in  each  year  after  1974,  rather  than  the  second  quarter 
in  each  year  after  1972  as  under  present  law.  The  quarter  in  which 
a  legislated  increase  becomes  effective  remains  a  base  quarter. 

Section  3(b)  of  the  bill  amends  section  215(i)(l)(B)  of  the  act  to 
provide  that  no  automatic  increase  in  benefits  can  take  place  if  in  the 
prior  year  a  legislated  general  benefit  increase  was  enacted  or  became 
effective,  thereby  reflecting  the  change  in  the  measuring  quarter  from 
the  second  quarter  of  the  year  prior  to  the  automatic  increase  to  the 
first  quarter  of  the  year  of  the  increase. 

Section  3(c)  of  the  bill  amends  section  215(i)(2)(A)(i)  to  require  the 
Secretary  to  make  the  automatic  determinations  each  year  beginning 
in  1975,  rather  than  beginning  in  1974. 

Section  3(d)  of  the  bill  amends  section  215(i)  (2)  (A)  (ii)  of  the  act 
to  reflect  the  change  in  the  measuring  quarter  and  effective  date  of  the 
automatic  benefit  increases. 

Section  3(e)  of  the  bill  amends  section  215(i)(2)(B)  of  the  act  to 
make  the  automatic  increases  effective  with  June  of  a  particular  year, 
rather  than  the  following  January  as  under  present  law. 

Section  3(f)  of  the  bill  amends  section  215(i)  (2)  (C)  (ii)  of  the  act  to 
provide  that  Congress  is  to  be  notified  within  30  days  after  the  close  of 
the  base  quarter  which  triggers  an  increase — by  the  end  of  April  of  the 
year  in  which  the  increase  occurs — rather  than  by  August  15  of  the 
year  prior  to  the  year  of  the  increase. 
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Section  3(g)  of  the  bill  amends  section  215(i)(2)(D)  of  the  act  to 
provide  that  a  new  table  of  benefits  to  effectuate  an  automatic  bene- 
fit increase  must  be  promulgated  within  45  days  after  the  close  of  the 
base  quarter  which  triggers  an  increase — by  mid-May  of  the  year  in 
wliich  the  increase  occurs — rather  than  by  November  1  of  the  year 
prior  to  the  year  of  the  increase. 

Section  3  (h)  of  the  bill  amends  section  215 (i)  (2)  of  the  act  by  striking 
out  subparagraph  (E),  the  provision  which  under  present  law  de- 
triggers  a  benefit  increase  if  a  legislated  benefit  increase  is  enacted  or 
becomes  effective  in  the  year  in  which  a  determination  is  made  that 
an  automatic  increase  in  benefits  is  required. 

Section  3(i)  of  the  bill  provides  that  the  11 -percent  increase  in 
benefits  effective  for  June  1974  will  be  considered  to  be  an  automatic 
benefit  increase  for  purposes  of  section  203(f)(8)  (the  automatic  re- 
tirement test  provision),  section  230(a)  (the  automatic  contribution 
and  benefit  base  provision),  and  section  215(i)(l)(B)  (the  detriggei 
mechanism  in  the  automatic  benefit  increase  provision).  With  this 
change,  it  will  be  possible  to  have  an  automatic  increase  in  the  retire- 
ment test  exempt  amount,  in  the  contribution  and  benefit  base,  and 
in  benefits  effective  in  1975. 

Automatic  contribution  and  benefit  base  increases 

Section  3(j)(l)(A)  of  the  bill  amends  section  230(a)  of  the  act — the 
ro vision  governing  the  automatic  adjustment  of  the  contribution  and 
enefit  base — to  provide  that  the  base  can  be  increased  automatically 
only  if,  in  the  prior  year,  benefits  were  automatically  increased. 

Section  3(j)(l)(B)  of  the  bill  amends  section  230(a)  of  the  act  to 
make  conformiag  changes  to  those  made  elsewhere  ia  the  automatic 
provisions  for  benefits — changes  reflecting  the  fact  that  the  table  of 
benefits  will  not  be  promtilgated  b}^  November  1,  and  that  a  legislated 
increase  in  benefits  enacted  or  effective  in  the  prior  year  will  not  de- 
trigger  an  automatic  increase  in  benefits. 

Section  3(j)(2)  of  the  bill  makes  a  conformiag  change  in  section 
230(c)  of  the  act  to  reflect  the  change  in  the  effective  date  for  automatic 
benefit  increases  from  January  to  June. 

Automatic  retirement  test  increases 

Section  3  (k)  of  the  bill  makes  conforming  changes  in  the  retirement 
test  automatic  adjustment  provisions  of  the  law. 

Section  3  (k)(l)  of  the  bill  amends  section  203(f)(8)(A)  of  the  act, 
dealitig  with  the  requirement  that  the  Secretary  publish  in.  the  Federal 
Register  notification  of  forthcoming  increases  in  the  retirement  test 
exempt  amount  under  section  203(f),  in  order  to  delete  references  to 
the  publication  of  benefit  increases  under  section  215  (i). 

Section  3(k)(2)  of  the  bifl  amends  section  203(f)(8)(B)  of  the  act 
by  providing  that  the  House  Committee  on  Ways  and  Means  and  the 
Senate  Committee  on  Finance  are  to  be  notified  of  the  estimated 
amount  of  a  forthcoming  increase  in  the  exempt  amount,  and  given 
related  actuarial  information,  mthin  30  days  after  the  close  of  the  base 
quarter  (as  defined  in  section  215(i) (1) (A)).  Under  present  law,  such 
notice  and  related  information  must  be  given  no  later  than  August  15 
of  the  year  in  which  such  base  quarter  occurs. 

Section  3(k)(3)  of  the  bill  amends  section  203(f)(8)(C)  so  that 
enactment  of  a  general  benefit  increase  during  a  year  hi  which  a 
determination  is  made  that  an  increase  in.  the  exempt  amount  is 
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required  will  not  prevent  such  increase  in  the  exempt  amount  from 
going  into  effect. 

Section  4.  Supplemental  Security  Income  Benefits 

Section  4(a)(1)  of  the  bill  amends  section  210(c)  of  Public  Law 
93-66  to  provide  that  the  supplemental  securit}^  income  benefit  rates 
of  $1,680  per  year  for  an  eligible  individual  and  $2,520  per  jesuT  for 
an  eligible  individual  who  has  an  eligible  spouse  are  to  become  effec- 
tive beginning  with  January  1974  instead  of  July  1974. 

Section  4(a)(2)  of  the  bill  amends  section  211(a)(1)(A)  of  Public 
Law  93-66  to  provide  that  the  $840  per  year  supplemental  security 
income  benefit  amount  mth  respect  to  essential  persons  is  to  become 
effective  beginning  mth  January  1974  instead  of  July  1974. 

Section  4(b)(1)  of  the  bill  amends  section  1611(a)(1)(A)  and  section 
1611(b)(1)  of  the  Social  Security  Act  (as  enacted  by  section  301  of  the 
Social  Security  Amendments  of  1972  and  amended  by  section  210  of 
Pubhc  Law  93-66)  to  increase  from  $1,680  to  $1,752  per  year  the 
supplemental  security'  income  benefit  rate  for  an  eligible  individual, 
effective  for  months  beginning  with  July  1974. 

Section  4(b)(2)  of  the  bill  amends  section  1611(a)(2)(A)  and  section 
1611(b)(2)  of  the  act  (as  so  enacted  and  amended)  to  increase  from 
$2,520  to  $2,628  per  year  the  benefit  rate  for  an  eligible  individual  who 
has  an  eligible  spouse,  effective  for  months  beginning  with  July  1974. 

Section  4(b)(3)  of  the  bill  amends  section  211(a)(1)(A)  of  Public 
Law  93-66  (as  amended  by  section  4(a)(2)  of  the  bill)  to  increase  the 
benefit  amount  with  respect  to  essential  persons  from  $840  to  $876 
per  year  effective  for  months  beginning  with  July  1974. 

Section  4(c)  of  the  bill  amends  section  401(b)(1)  of  the  Social  Secur- 
ity Amendments  of  1972  to  provide  that  for  purposes  of  the  limitation 
on  fiscal  liability  of  States  for  State  supplementation.  States  may  in- 
crease their  adjusted  payment  levels  for  months  in  the  calendar  year 
1974  by  the  amounts  by  which  supplemental  security  income  benefit 
levels  are  increased  by  section  210(c)  of  Public  Law  93-66  as  amended 
by  section  4(a)(1)  of  the  bill  (i.e.,  by  $10  in  the  case  of  an  individual 
and  $15  in  the  case  of  a  couple). 

Section  5.  Increase  of  Earnings  Counted  for  Benefit  and  Tax 

Purposes 

Section  5  of  the  bill  amends  various  provisions  of  the  Social  Secu- 
rity Act  and  the  Internal  Revenue  Code  of  1954  to  increase  the  amount 
of  annual  earnings  that  is  subject  to  social  security  contributions  and 
counted  toward  social  securit}^  benefits  (the  contribution  and  benefit 
base)  from  $12,600  to  $13,200  for  1974  (subject  to  automatic  increases 
thereafter). 

Amendments  to  title  II  of  the  Social  Security  Act 
Definition  of  wages 
Section  5(a)(1)  of  the  bill  amends  section  209(a)(8)  of  the  Social 
Security  Act  (defining  ''wages"  for  benefit  purposes)  to  make  the 
$13,200  contribution  and  benefit  base  applicable  to  wages  paid  in  the 
calendar  year  1974. 
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Definition  of  self-employment  income 

Section  5(a)(2)  of  the  bill  amends  section  211(b)(1)(H)  of  the  act 
(defining  "self-emplo^Tnent  income"  for  benefit  purposes)  to  make  the 
S 13, 200  contribution  and  benefit  base  applicable  for  taxable  years 
beginning  after  1973  and  before  1975. 
Quarter  of  coverage 

Section  5(a)(3)  of  the  bill  amends  clauses  (ii)  and  (iii)  of  section 
213 fa)  (2)  of  the  act  (defining  ^'quarter  of  coverage")  to  provide  that 
an  indi^'idual  will  be  credited  \vith  a  quarter  of  coverage  for  each 
quarter  of  the  calendar  year  1974  if  his  wages  for  such  year  equal 
$13,200  (rather  than  S12^,600  as  m  present  law).  An  indi^udual  will 
also  be  credited  with  a  quarter  of  coverage  for  each  quarter  any  part 
of  which  falls  within  a  taxable  year  which  begins  after  1973  and  before 
1975  and  in  which  the  sum  of  his  wages  and  seK-employment  equals 
$13,200. 

Average  monthly  wage 

Section  5(a)(4)  of  the  bill  amends  section  215(e)(1)  of  the  act 
(relating  to  the  amoimt  of  annual  earnings  that  can  be  counted  in 
computing  a  person's  average  monthly  wage)  to  increase  from  $12,600 
to  $13,200;  effective  for  the  calendar  year  1974,  the  maximum  amount, 
of  annual  earnings  that  may  be  counted  in  the  computation  of  a 
pei*son's  average  monthly  wage  for  purposes  of  determining  benefit 
amounts. 

Amendments  to  the  Internal  Revenue  Code  of  1954 
Definition  of  self-employment  income 
Section  5(b)(1)  of  the  bill  amends  section  1402(b)(1)(H)  of  the 
Internal  Revenue  Code  of  1954  (defining  ''self -employment  income" 
for  social  security  tax  purposes)  by  increasing  from  $12,600  to  $13,200 
the  amount  of  annual  self-employment  income  which  is  subject  to 
social  security  contributions  for  taxable  years  beginning  after  1973 
and  before  1975. 

Definition  of  vjages 
Section  5(b)(2)  of  the  bill  amends  section  3121(a)(1)  of  the  code 
(defining  ''wages"  for  social  security  tax  purposes)  by  increasing  from 
$12,600lo  $13,200  the  amount  of  annual  wages  subject  to  contribu- 
tions, effective  for  the  calendar  year  1974. 
Federal  service 

Section  5(b)(3)  of  the  bill  amends  section  3122  of  the  code  (relating 
to  Federal  service)  to  conform  its  provisions  to  the  increase  in  the 
contribution  and  benefit  base  from  $12,600  to  $13,200. 

Returns  in  the  case  of  certain  governmental  employees 

Section  5(b)(4)  of  the  bill  amends  section  3125  of  the  code  (relating 
to  returns  in  the  case  of  governmental  employees  in  Guani,  American 
Samoa,  and  the  District  of  Columbia)  to  conform  its  provisions  to  the 
increase  in  the  contribution  and  benefit  base  from  $12,600  to  $13,200. 
Special  refunds  of  employee  contributions 

Section  5(b)(5)  and  5(b)(6)  of  the  bill  amend  section  6413(c)(2)(A) 
of  the  code  (relating  to  special  refunds  of  social  security  contributions 
paid  by  an  emplo3^ee  who  in  an}-  calendar  3^ear  had  more  than  one 
employer  and  had'^ total  wages  in  excess  of  the  maximum  which  may 
be  counted)  to  conform  the  special  refund  provisions  to  the  $13,200 
contribution  and  benefit  base. 
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Estimated  tax  on  self-employment  income 
Section  5(b)(7)  of  the  bill  amends  section  6654(d)  (2)  (B)(ii)  of  the 
code  (relating  to  failure  to  pay  estimated  income  tax  on  adjusted  self- 
employment  income)  to  conform  to  the  increase  in  the  contribution 
and  benefit  base  from  $12,600  to  $13,200. 

Automatic  adjustment  of  the  contribution  and  benefit  base 

Section  5(c)  of  the  bill  amends  section  230(c)  of  the  Social  Security 
Act  to  change  the  definition  of  the  ''contribution  and  benefit  base" 
from  $12,600  to  $13,200  prior  to  1975  or  the  first  time  an  automatic 
increase  in  the  amount  becomes  effective. 

Conforming  changes  for  purposes  of  the  automatic  provision  for  increasing 
the  base 

Section  5(d)  of  the  bill  amends  present  law  by  increasing  from 
$12,600  to  $13,200  the  amount  of  the  contribution  and  benefit  base 
which  will  be  in  effect  prior  to  the  first  automatic  base  increase. 

Effective  dates 

Section  5(e)  provides  effective  dates  for  the  changes  made  by  the 
section.  The  amendments  made  by  section  5  (except  subsection  (a)  (4) 
thereof)  are  applicable  with  respect  to  remuneration  paid  after,  and 
taxable  years  beginning  after,  1973 ;  the  amendments  made  by  sub- 
section 5(a)(4)  (relating  to  the  amount  of  earnings  creditable  for  social 
security  benefits)  will  apply  with  respect  to  the  calendar  year  1974. 

Technical  provision 

Section  5(f)  of  the  bill  provides  that  the  amendments  made  by  the 
section  to  the  Social  Security  Act,  the  Internal  Revenue  Code  of  1954, 
and  Public  Law  92-336  are  deemed  to  be  made  to  those  provisions  as 
they  were  amended  by  section  203  of  Public  Law  93-66. 

Section  6.  Changes  in  Tax  Schedules 

Section  6  of  the  bill  provides  new  schedules  of  social  security  tax 
rates  for  old-age,  survivors,  and  disability  insurance  and  for  hospital 
insurance. 

Old-age,  survivors,  and  disability  insurance  rates 

Section  6(a)  of  the  bill  amends  sections  3101(a)  and  3111(a)  of  the 
Internal  Revenue  Code  of  1954  to  provide  new  schedules  of  old-age, 
survivors,  and  disability  insurance  tax  rates  for  both  employees  and 
employers.  Under  present  law,  these  tax  rates  for  the  years  involved 
are  as  follows: 


Calendar  years :  Percent 

1974  through  1977   4.  85 

1978  through  2010   4.  80 

2011  and  after   5.85 

Under  the  bill,  the  corresponding  tax  rates  are  as  follows: 

Calendar  years :  Percent 

1974  through  2010   4.95 

2011  and  after   5.  95 


Hospital  insurance  rates 

Section  6(b)  of  the  bill  amends  sections  1401(b),  3101(b),  and 
3111(b)  of  the  code  to  provide  new  schedules  of  hospital  insurance 
tax  rates  for  the  self-employed  as  well  as  for  both  employees  and 
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employers.  Under  present  law,  these  tax  rates  for  the  years  involved 
(for  purposes  of  the  tax  on  self -employment  income  as  well  as  the 
taxes  on  wages)  are  as  follows : 


Calendar  years  (for  purposes  of  wages)  and  taxable  years  beginning  in 

(for  purposes  of  self -employment  income) :  Percent 

1974  through  1977     1.  00 

1978  through  1980   1.  25 

1981  through  1985   1.  35 

1986  and  after     1.  45 

Under  the  bill,  the  corresponding  tax  rates  are  as  follows: 

Calendar  years  (for  purposes  of  wages)  and  taxable  years  beginning  in  (for 

purposes  of  self-employment  income) :  Percent 

1974  through  1977   0.  90 

1978  through  1980   1.  10 

1981  through  1985   1.  35 

1986  and  after   1.  50 


Effective  dates 

Section  6(c)  of  the  bill  provides  that  the  amendment  made  by 
section  6(b)(1)  is  to  apply  with  respect  to  taxable  years  which  begin 
after  December  31,  1973,  and  that  the  remaining  amendments  made 
by  section  6  are  to  apply  with  respect  to  remuneration  paid  after 
December  31,  1973. 

Section  7.  Allocation  to  Disability  Insurance  Trust  Fund 

Section  7(a)  of  the  bill  amends  section  201(b)(1)  of  the  Social 
SecuritA'  Act,  which  deals  with  the  amount  to  be  allocated  and  appro- 
priated to  the  Federal  disability  insurance  trust  fund  each  year  with 
respect  to  wages  and  now  provides  that  such  amount  is  to  be  1.10 
percent  of  the  wages  paid  during  1974-77,  1.15  percent  of  the  wages 
paid  during  1978-2010,  and  1.50  percent  of  the  wages  paid  after  2010. 
Under  the  amended  section  201(b)(1),  the  amount  so  allocated  and 
appropriated  will  be  1.15  percent  of  the  wages  paid  during  1974-77, 
1.20  percent  of  the  wages  paid  during  1978-80,  1.30  percent  of  the 
wages  paid  during  1981-85,  1.40  percent  of  the  wages  paid  during 
1986-2010,  and  1.70  percent  of  the  wages  paid  after  2010. 

Section  7(b)  of  the  bill  amends  section  201(b)(2)  of  the  act,  which 
deals  with  the  amount  to  be  allocated  and  appropriated  to  the  Federal 
disability  insurance  trust  fund  each  year  with  respect  to  self-emplo}^- 
ment  income  and  now  provides  that  such  amount  is  to  be  0.795  percent 
of  the  self-emplo3rment  income  so  reported  for  any  taxable  year  begin- 
ning after  1973  and  before  1978,  0.840  percent  of  the  self-emploinnent 
income  so  reported  for  any  taxable  year  beginning  after  1977  and 
before  2011,  and  0.895  percent  of  the  self-employment  income  so 
reported  for  any  taxable  year  beginning  after  2010.  Under  the  amended 
section  201(b)(2),  the  amount  so  allocated  and  appropriated  will  be 
0.815  percent  of  the  self-employment  income  so  reported  for  any 
taxable  year  beginning  after  1973  and  before  1978,  0.850  percent  of  the 
self-employment  income  so  reported  for  any  taxable  year  beginning 
after  1977  and  before  1981,  0.920  percent  of  the  self -employment 
income  so  reported  for  any  taxable  year  beginning  after  1980  and 
before  1986,  0.990  percent  of  the  self-employment  income  so  reported 
for  any  taxable  year  beginning  after  1985  and  before  2011,  and  1.000 
percent  of  the  self-employment  income  so  reported  for  any  taxable 
year  beginning  after  2010. 


CHANGES  IN  EXISTING  LAW  MADE  BY  THE  BILL,  AS 

REPORTED 


In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shoT^n  in  roman) : 

Social  Security  Act 

*****  Hi: 

FEDERAL    OLD-AGE    AND    SURVIVORS    INSURANCE    TRUST    FUND  AND 
FEDERAL  DISABILITY  INSURANCE  TRUST  FUND 

Section  201.  (a)  *  *  * 

*  *  *  *  *  *  * 

(b)  There  is  hereby  created  on  the  books  of  the  Treasury  of  the 
United  States  a  trust  fund  to  be  known  as  the  ' 'Federal  Disability 
Insurance  Trust  Fund".  The  Federal  Disability  Insurance  Trust  Fund 
shall  consist  of  such  gifts  and  bequests  as  may  be  made  as  provided  in 
subsection  (i)(l),  and  of  such  amounts  as  may  be  appropriated  to,  or 
deposited  in,  such  fund  as  provided  in  this  section.  There  is  hereby 
appropriated  to  the  Federal  Disability  Insurance  Trust  Fund  for  the 
fiscal  3-ear  ending  June  30,  1957,  and  for  each  fiscal  3'ear  thereafter,  out 
of  an}^  mone^^s  in  the  Treasury  not  otherwise  appropriated,  amounts 
equivalent  to  100  per  centum  of — 

(1)(A)  3^  of  1  per  centum  of  the  wages  (as  defined  in  section 
3121  of  the  Internal  Revenue  Code  of  1954)  paid  after  Decem- 
ber 31,  1956,  and  before  January  1,  1966,  and  reported  to  the  Sec- 
retary of  the  Treasury  or  his  delegate  pursuant  to  subtitle  F  of 
the  Internal  Revenue  Code  of  1954,  (B)  0.70  of  1  per  centum  of 
the  wages  (as  so  defined)  paid  after  December  31,  1965,  and  be- 
fore January  1,  1968,  and  so  reported,  and  (C)  0.95  of  1  per  centum 
of  the  wages  (as  so  defined)  paid  after  December  31,  1967,  and  before 
January  1,  1970,  and  so  reported,  (D)  1.10  per  centum  of  the  wages 
(as  so  defined)  paid  after  December  31,  1969,  and  before  January  1, 
1973,  and  so  reported,  [(E)  1.1  per  centum  of  the  wages  (as  so  de- 
fined) paid  after  December  31,  1972,  and  before  January  1,  1978, 
and  so  reported,  (F)  1.15  per  centum  of  the  wages  (as  so  defined) 
paid  after  December  31,  1977,  and  before  January  1,  2011,  and  so 
reported,  and  (G)  1.5  per  centum  of  the  wages  (as  so  defined)  paid 
after  December  31,  2010,  and  so  reported,  which  wages]  (E)  1.1  per 
centum  of  the  wages  {as  so  defined)  paid  after  December  31,  1972,  and 
hejore  January  1,  1971}.,  and  so  reported,  (F)  1.15  per  centum  of  the  VMges 
(as  so  defined)  paid  after  December  31,  1973,  and  before  January  1,  1978, 
and  so  reported,  (G)  1.2  per  centum  of  the  wages  {as  so  defviied)  paid  after 
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December  31,  1-977,  mid  before  Jammry  1,  1981,  and  so  reported,  (IT)  1.3 
per  centum  of  the  vjages  {as  so  defined)  paid  after  December  31,  1980,  and 
before  January  1, 1986,  and  so  reported  (/)  l.Jfper  centum  of  the  wages  {as 
so  defined)  paid  after  December  31, 1985,  and  before  January  1,  2011,  and 
^0  reported,  and  (J)  1.7  per  centum  of  the  wages  {as  so  defined)  paid 
after  December  31,  2010,  and  so  reported,  which  wages  shall  be  certified 
by  the  Secretary  of  Health,  Education,  and  Welfare  on  the  basis  of  the 
records  of  wages  estabhshed  and  maintained  by  such  Secretary  in 
accordance  with  such  reports;  and 

(2)  (A)  ^-^  of  1  per  centum  of  the  amount  of  seK-emploATnent  income 
(as  defined  in  section  1402  of  the  Internal  Revenue  Code  of  1954) 
reported  to  the  Secretary  of  the  Treasury  or  his  delegate  on  tax  returns 
imder  subtitle  F  of  the  Internal  Revenue  Code  of  1954  for  any  taxable 
year  beginning  after  December  31,  1956,  and  before  January  1,  1968, 
(B)  and  0.525  of  1  per  centum  of  the  amoimt  of  self-emplo}Tnent 
income  (as  so  defined)  so  reported  for  anv  taxable  vear  beginning 
after  December  31,  1965,  and  before  January  1,  196S,  and  (C)  0.7125 
of  1  per  centum  of  the  amoimt  of  self-emploAmient  income  (as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  December 
31,  1967,  and  before  January  1,  1970,  (D)  0.S25  of  1  per  centum  of  the 
amount  of  self-emplo^mient  income  (as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1969,  and  before  January 
1,  1973,  C(E)  0.795  of  1  per  centum  of  the  amount  of  seh-emploATXient 
income  (as  so  defined)  so  reported  for  any  taxable  year  beginning 
after  December  31,  1972,  and  before  January  1,  1978,  (F)  0.84  per 
centum  of  the  amount  of  self-emploAmient  income  (as  so  defined)  so 
reported  for  any  taxable  year  begimimg  after  December  31,  1977, 
and  before  January  1,  2011,  and  (G)  0.895  per  centum  of  the  amount 
of  seK-emplo^Tnent  income  (as  so  defined)  so  reported  for  any  taxable 
year  beginning  after  December  31,  2010,  which  self-emplojmient 
income]  {E)  0.795  of  1  per  centum  of  the  amount  of  self -employment 
income  {as  so  defined.)  so  reported  for  any  taxable  year  beginning  after 
December  31,  1972,  and  before  January  1,  1974,  {F)  0.815  of  1  per 
centum  of  the  amount  of  self -employment  income  (as  so  defined)  as 
reported  for  any  taxjible  year  beginning  after  December  31,  1973,  and 
before  January  1,  1978,  {G)  0.850  of  1  per  centum  of  the  amount  of  self- 
employment  income  {as  so  defined)  so  reported  for  any  taxable  year 
beginning  after  December  31,  1977,  and  before  January  1,  1981,  {H) 
0.920  of  1  per  centum  of  the  amount  of  self-employment  income  {as  so 
defined)  so  reported  for  any  taxable  year  beginning  after  December  31, 
1980,  and  before  January  1,  1986,  (/)  0.990  of  1  per  centum  of  the 
amount  of  self -employment  income  {as  so  defined)  so  reported  for  any 
taxable  year  beginning  after  December  31,  1985,  and  before  January  1, 
2011,  ami  {J)  1  per  centum  of  the  amount  of  self-employment  income  {as 
so  defined)  so  reported  for  any  taxable  year  beginning  after  December  31, 
2010,  v)hich  self -employment  income  shall  be  certified  by  the  Secretary 
of  Health,  Education,  and  WeKare  on  the  basis  of  the  records  of 
self-emplo}Tnent  income  established  and  maintained  b}^  the  Secretary 
of  Health,  Education,  and  Welfare  in  accordance  with  such  returns. 
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Reduction  of  Insurance  Benefits 
maximum  benefits 

Sec.  203.  (a)  *  *  * 

******* 

MONTHS  TO  WHICH  EARNINGS  ARE  CHARGED 

(f)  For  purposes  of  subsection  (b) — 
^■j^^  *  *  * 

******* 

(8)  (A)  Whenever  the  Secretary  pursuant  to  section  215(i)  in- 
creases benefits  effective  with  the  [first]  month  of  [the  calendar 
year]  June  following  a  cost-of-living  computation  quarter  [,]  he 
shall  also  determine  and  publish  in  the  Federal  Register  on  or 
before  November  1  of  the  calendar  year  in  which  such  quarter 
occurs  [(along  with  the  publication  of  such  benefit  increase  as 
required  by  section  215 (i)  (2)  (D))]  a  new  exempt  amount  which 
shall  be  effective  (unless  such  new  exempt  amount  is  prevented 
from  becoming  effective  by  subparagraph  (C)  of  this  paragraph) 
with  respect  to  any  individual's  taxable  year  which  ends  [with 
the  close  of  or]  after  the  calendar  year  [with  the  first  month  of] 
in  which  such  benefit  increase  is  effective  (or,  in  the  case  of  an 
individual  who  dies  during  [such]  the  calendar  [year,]  year 
after  the  calendar  year  in  which  the  benefit  increase  is  effective, 
with  respect  to  such  individual's  taxable  year  which  ends,  upon 
his  death,  during  such  year) . 
(B)  The  exempt  amount  for  each  month  of  a  particular  taxable  year 
shall  be  whichever  of  the  following  is  the  larger — 

(i)  the  exempt  amount  which  was  in  effect  with  respect  to 
months  in  the  taxable  year  in  which  the  determination  imder 
subparagraph  (A)  was  made,  or 

(ii)  the  product  of  the  exempt  amount  described  in  clause 
(i)  and  the  ratio  of  (I)  the  average  of  the  taxable  wages  of  all 
employees  as  reported  to  the  Secretary  for  the  first  calendar 
quarter  of  the  calendar  year  in  which  the  determination  under 
subparagraph  (A)  was  made  to  (II)  the  average  of  the  taxable 
wages  of  all  employees  as  reported  to  the  Secretary  for  the  first 
calendar  quarter  of  1973,  or,  if  later,  the  first  calendar  quarter 
of  the  most  recent  calendar  year  in  which  an  increase  in  the  con- 
tribution and  benefit  base  was  enacted  or  a  determination  resulting 
in  such  an  increase  was  made  under  section  230(a),  with  such 
product,  if  not  a  multiple  of  $10,  being  rounded  to  the  next  higher 
multiple  of  $10  where  such  product  is  a  multiple  of  $5  but  not  of 
$10  and  to  the  nearest  multiple  of  $10  in  any  other  case. 

Whenever  the  Secretary  determines  that  the  exempt  amount  is  to  be 
increased  in  any  year  under  this  paragraph,  he  shall  notify  the  House 
Committee  on  Ways  and  Means  and  the  Senate  Committee  on  Finance 
[no  later  than  August  15  of  such  year]  within  SO  days  after  the  close  of 
the  base  quarter  {as  defined  in  section  215{i){l){A))  in  such  year  of  the 
estimated  amount  of  such  increase,  indicating  the  new  exempt  amount, 
the  actuarial  estimates  of  the  effect  of  the  increase,  and  the  actuarial 
assumptions  and  methodology  used  in  preparing  such  estimates. 
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(C)  Notwithstanding  the  determination  of  a  new  exempt  amount 
hj  the  Secretary  under  subparagraph  (A)  (and  notwithstanding  any 
pubHcation  thereof  under  such  subparagraph  or  any  notification 
thereof  under  the  last  sentence  of  subparagraph  (B)),  such  new  ex- 
empt amoimt  shall  not  take  effect  pursuant  thereto  if  during  the 
calendar  year  in  which  such  determmation  is  made  a  law  increasing 
the  exempt  amount  [or  providing  a  general  benefit  increase  under 
this  title  (as  defined  in  section  215  (i)  (3))]  is  enacted. 

Definition  of  Wages 

Sec.  209.  For  the  purposes  of  this  title,  the  term  ''wages"  means 
remuneration  paid  prior  to  1951  which  was  wages  for  the  purposes  of 
this  title  under  the  law  applicable  to  the  payment  of  such  remunera- 
tion, and  remuneration  paid  after  1950  for  employment,  including  the 
€ash  value  of  all  remuneration  paid  in  any  medium  other  than  cash; 
■except  that,  in  the  case  of  remuneration  paid  after  1950,  such  term 
shall  not  include — 

(a)(1)  *  *  * 

*  *  *  *  *  *  * 

(8)  That  part  of  remuneration  which,  after  remuneration  (other 
than  remuneration  referred  to  in  the  succeeding  subsections  of  this 
section)  equal  to  [$12,600]  $13,200  Avith  respect  to  employment  has 
l)een  paid  to  an  individual  during  any  calendar  year  after  1973  and 
prior  to  1975,  is  paid  to  such  individual  during  such  calendar  3^ear; 

*  *  *  sC  *  *  * 

Self-Employment 
Sec.  211.  For  the  purposes  of  this  title — 

NET  EARNINGS  FROM  SELF-EMPLOYMENT 

(a)  *  *  * 

SELF-EMPLOYMENT  INCOME 

(b)  The  term  ''self-employment  income"  means  the  net  earnings 
from  self-employment  derived  by  an  individual  (other  than  a  non- 
resident alien  individual)  during  any  taxable  year  beginning  after 
1950;  except  that  such  term  shall  not  include — 

(1)  That  part  of  the  net  earnings  from  self -employment  which 
is  in  excess  of — 
(A)  *  *  * 

******* 

(H)  For  anv  taxable  year  beginning  after  1973  and  prior 
to  1975,  (i)  [$12,600]  $13,200,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  the  taxable  year;  and 
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Quarter  and  Quarter  of  Coverage 
definitions 

Sec.  213.  (a)  For  the  purposes  of  this  title — 

(1)  The  term  ''quarter",  and  the  term  ''calendar  quarter",, 
means  a  period  of  three  calendar  months  ending  on  March  31^ 
June  30,  September  30,  or  December  31. 

(2)  The  term  "quarter  of  coverage"  means  a  quarter  in  which 
the  individual  has  been  paid  $50  or  more  in  wages  (except  wages 
for  agricultural  labor  paid  after  1954)  or  for  which  he  has  been 
credited  (as  determined  under  section  212)  with  $100  or  more  of 
self -employment  income,  except  that — 

(i)  no  quarter  after  the  quarter  in  which  such  individual 
died  shall  be  a  quarter  of  coverage,  and  no  quarter  any  part 
of  which  was  included  in  a  period  of  disability  (other  than 
the  initial  quarter  and  the  last  quarter  of  such  period)  shall 
be  a  quarter  of  coverage ; 

(ii)  if  the  wages  paid  to  any  individual  in  any  calendar 
year  equal  to  $3,000  in  the  case  of  a  calendar  year  before  1951, 
or  $3,600  in  the  case  of  a  calendar  year  after  1950  and  before 
1955,  or  $4,200  in  the  case  of  a  calendar  year  after  1954  and 
before  1959,  or  $4,800  in  the  case  of  a  calendar  year  after 
1958  and  before  1966,  or  $6,600  in  the  case  of  a  calendar  year 
after  1965  and  before  1968,  or  $7,800  in  the  case  of  a  calendar 
year  after  1967  and  before  1972,  or  $9,000  in  the  case  of  a 
calendar  year  after  1971  and  before  1973,  or  $10,800  in  the 
case  of  a  calendar  year  after  1972  and  before  1974,  or 
[$12,6001  ^^3,  200  in  the  case  of  a  calendar  year  after  1973 
and  before  1975,  or  an  amount  equal  to  the  contribution  and 
benefit  base  (as  determined  under  section  230)  in  the  case 
of  any  calendar  year  after  1974  with  respect  to  which  such 
contribution  and  benefit  base  is  effective,  each  quarter  of 
such  year  shall  (subject  to  clause  (i))  be  a  quarter  of  coverage; 

(iii)  if  an  individual  has  self-emplojrment  income  for  a 
taxable  3^ear,  and  if  the  sum  of  such  income  and  the  wages- 
paid  to  him  during  such  year  equals  $3,600  in  the  case  of  a 
taxable  j^ear  beginning  after  1950  and  ending  before  1955,^ 
or  $4,200  in  the  case  of  a  taxable  year  ending  after  1954  and 
before  1959,  or  $4,800  in  the  case  of  a  taxable  year  ending 
after  1958  and  before  1966,  or  $6,600  in  the  case  of  a  taxable 
year  after  1965  and  before  1968,  or  $7,800  in  the  case  of  a 
taxable  year  ending  after  1967,  or  $9,000  in  the  case  of  a  tax- 
able year  beginning  after  1971  and  before  1973,  or  $10,800  in 
the  case  of  a  taxable  year  beginning  after  1972  and  before 
1974,  or  [$12,600]  $13,200  in  the  case  of  a  taxable  year 
beginning  after  1973  and  before  1975,  or  an  amount  equal  to 
the  contribution  and  benefit  base  (as  determined  under 
section  230)  which  is  effective  for  the  calendar  year  in  the 
case  of  any  taxable  year  begimiing  in  any  calendar  year  after 
1974,  each  quarter  any  part  of  which  falls  m  such  year  shall 
(subject  to  clause  (i))  be  a  quarter  of  coverage; 
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Compulation  of  Primary  Insurance  Amount 
Sec.  215.  For  the  purposes  of  this  title — 

(a)  The  primary  insurance  amount  of  an  insured  individual  shall 
be  determined  as  follows: 
(1)  *  *  * 

(3)  Such  primary  insurance  amount  shall  be  an  amount  equal  to 
[S8.50]  S9.00  multiplied  by  the  individuars  years  of  coverage  in 
excess  of  10  in  any  case  in  which  such  amount  is  higher  than  the 
individual's  primary  insurance  amount  as  determined  under 
paragraph  (1)  or  (2). 

*  *  4:  *  *  «  * 

'  TABLE  FOR  DETERMiNING  PRIMARY  INSURANCE  AMOUNT  AND  WAXIMUM  FAMILY  BENEFITS  ^ 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS— Continued 


(Primary  insurance  benefit 
under  1939  Act,  as  modified) 


If  an  individual's  primary 
insurance  benefit  (as  deter- 
mined under  subsec.  (d)) 
is— 


At  least— 


But  not 
more  than— 


II 

(Primary 

insurance 
amount 
under 
1971  Act) 


Or  his 
primary 
insurance 
amount  (as 
determined 
under 
subsec.  (c)) 
is— 


III 


(Average  montlily  wage) 


Or  his  average  monthly  wage  (as 
determined  under  subsec.  (b)) 
is— 

But  not 

At  I  east—       more  than— 


(Primary 
insurance 
amount) 


The  amount 
referred  to 
in  the 
preceding 
paragraphs 
of  this 
subsection 
shali  be— 
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family 
benefits) 

And  the 
maximum 
amount  of 
benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 
and  self- 
employment 
income 
shall  be— 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIMUM  FAMILY  BENEFITS-Continued 


(Primary  insurance  benefit 
under  1939  Act,  as  modified) 


if  an  individual's  primary 
insurance  benefit  (as  deter- 
mined under  subsec.  (d)) 
is— 


At  least— 


But  not 
more  than- 


II 

(Primary 
insurance 
amount 
under 
1971  Act) 


Or  his 
primary 
insurance 
amount  (as 
determined 
under 
subsec.  (c)) 
is— 


III 


(Average  monthly  Visage) 


Or  his  average  monthly  wage  (as 
determined  under  subsec.  (b) 
Is— 

But  not 

A 1  least—       more  than— 
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insurance  family 
amount)  benefits) 


The  amount 
referred  to 
in  the 
preceding 
paragraphs 
of  this 
subsection 
shall  be— 


And  the 
maximum 
amount  of 
benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 
and  self- 
employment 
income 
shall  be— 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND  MAXIWIUM  FAMILY  BENEFITS-Continued 


ii 


III 


(Primary  insurance  benefit 
under  1933  Act.as  modified) 


If  an  individual's  primary 
insurance  benefit  (as  deter- 
mined under  subsec.  (d)) 


But  not 

At  least—       more  thar»— 


(Primary 
insurance 
amount 
under 
1971  Act) 


Or  his 
primary 
insurance 
amount  (as 
determined 
under 
subsec.  (c)) 
I  s— 


(Average  monthly  wage) 


Or  his  average  monthly  wage  (as 
determined  under  subsec.  (b)) 


But  not 

At  I  east—      more  than— 


(Primary  (Maximum 
insurance  family 
amount)  benefits) 


The  amount 
referred  to 
in  the 
preceding 
paragraphs 
of  this 
subsection 
shal!  be — 


And  the 
maximum 
amount  of 
benefits 
payable  (as 
provided  in 
sec.  203(a)) 
on  the  basis 
of  his  wages 
and  self- 
employment 
income 
shall  be— 
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381.50 

667.70 

886 

890 

382. 50 

669.  40 

891 

895 

383. 50 

671.20 

896 

900 

384. 50 

672. 90 

901 

905 

385. 50 

674.  70 

906 

910 

386. 50 

676.^0 

911 

915 

387.  50 

678.  20 

916 

920 

388. 50 

679. 90 

921 

925 

389. 50 

681.70 

926 

930 

390. 50 

683.  40 

931 

935 

391. 50 

685.20 

936 

940 

392. 50 

686. 90 

941 

945 

393. 50 

688.  70 

946 

950 

394. 50 

690.  40 

951 

955 

395. 50 

692.  20 

956 

960 

396. 50 

693.  90 

961 

965 

397. 50 

695.70 

966 

970 

398.  50 

697.  40 

971 

975 

399. 50 

699.  20 

976 

980 

400. 50 

700.  90 

981 

985 

401.50 

702.  70 

986 

990 

402.  50 

704.  40 

991 

995 

403.  50 

706.  20 

996 

1,000 

404.  50 

707.  90 

39 


TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS 


I 

jj 

III 

IV 

y 

{Primary 

insurance 

{Jrrimary 

{Alaxtmum 

{Primary  insurance  benefit 

amount 

{Average  monthly  wage) 

insura  nee 

jiiiiiivy 

under  1939  Act,  as  modified) 

pfffiPflDP  i(Yf 
CJJ  C^liUiy  jut 

amount) 

hpT)  piif^") 

September 

1972) 

And  themaxi 

If  an  individuaVs  primary  insur- 

Or his 

Or  his  average  monthly  wage 

The  amount 

mum  amount 

ance    benefit    (as  determined 

primary 

{as  determined  under  sub- 

referred  to 

of  benefits 

under  subsec.  (d))  is— 

insurance 

sec,  {b))  is — 

in  the 

payable  {as  1 

amount  {as 

preceding 

provided  in  | 

determined 

paragraphs 

IPC  203 (n')) 

OGl^.   A/\JO  \\M  J  / 

lit)  d  PT 

rt77  fhp  hnfiT9 

Qlfhopp  (p')') 
0  ttc/oc  0.  \y}  J 

Tint  11  nf 

subsection 

nf  h'io  innnpo 
vjj  mo  wu,yco 

A  t  J  fin  of— 

more 

is 

At  Least 

more 

shall  be — 

and  self'  1 

than 

piyi  jilmiTnpTif 

in  pnTn  P 

shall  be*-^ 

$16  20 

$84-  50 

$76 

$93.  80 

  - 

$140. 80 

$1 6.  SI 

16.  84 

85.  80 

S77 
ill  1 

78 

96.  30 

14s.  00 

16.  85 

17  60 

87'.  80 

79 

80 

97.  60 

146. 30 

li.  61 

18  40 

89.  40 

81 

81 

99.  30 

149. 00 

18.  41 

19.  24 

91.  CO 

82 

83 

101. 10 

161.  70 

19  25 

20  00 

92.  90 

84 

85 

103.  20 

16 4. 80 

20.  01 

20.  64 

94.  60 

86 

87 

105. 10 

157.  70 

20.  65 

21 . 28 

96.  20 

88 

89 

106.  80 

160.  20 

21.  29 

21.  88 

98. 10 

90 

90 

108.  90 

163.  40 

21.  89 

22.  28 

99.  80 

91 

92 

110.  80 

166. 20 

22  29 

22  68 

101. 40 

93 

Q/, 

112.  60 

169. 00 

22.  69 

23  08 

103.  00 

95 

96 

114.  40 

171.  60 

23.  09 

23. 

104.  90 

97 

97 

116.  50 

174.  80 

23  L5 

23  76 

106.  70 

98 

99 

118.  50 

1 77.  80 

23  77 

24  20 

108.  80 

100 

101 

120.  80 

181.20 

24.  21 

24  60 

110.  SO 

102 

102 

122.  60 

183. 80 

24.  61 

25.  00 

112. 10 

103 

104 

1 24. 60 

186. 80 

25  01 

25  '8 

114. 20 

106 

106 

126.  80 

1 90.  20 

25. 49 

25  92 

116.  00 

107 

107 

128.  80 

1 93.  20 

25.  93 

26.  40 

117.  90 

108 

109 

130.  90 

1 96.  40 

26  41 

26  94 

1 1 9.  70 

110 

lis 

132.  90 

199.  40 

26. 95 

27. 46 

121.  40 

114 

1 10 

134.  80 

202. 20 

27. 47 

28  00 

123. 30 

119 

122 

136. 90 

205. 40 

28.01 

28.  68 

125. 10 

123 

127 

138.90 

208.  40 

28  69 

29  25 

127. 10 

lO/i 

141.  W 

211.70 

Zi>.  00 

128. 80 

100 

136 

143.00 

214. 50 

29  69 

DU.  00 

ISO.  50 

101 

1/1 
141 

144.90 

217. 40 

so  37 

OU.  Oii 

132. 50 

142 

1 1d 

iJjO 

147. 10 

220. 70 

30  93 

31  36 

134.  SO 

1  n 

1  an 

lOU 

149. 10 

223. 70 

SI  37 

oZ.  UU 

136.00 

151 

100 

161.00 

226. 50 

0,4.  Ul 

6?<!)  fin 

04.  OU 

138.00 

loo 

160 

153. 20 

229.  80 

32. 61 

Qo  art 
So.  zU 

139. 70 

101 

Id  f 

166.  10 

2f>2. 70 

S3. 21 

00.  00 

141. 60 

165 

169 

167. 20 

235. 80 

■DO.  Oif 

OJi-.  OU 

143. 40 

1 10 

11 1 
114 

159.  20 

238.  90 

04.  01 

00.  UU 

145.20 

110 

i  /o 

161.20 

241. 80 

35.01 

35. 80 

147. 20 

1  in 

loo 

163.  40 

245'.  10 

35.  81 

36.  40 

148.  80 

184 

188 

165. 20 

247. 80 

36.41 

37.08 

150.90 

189 

193 

167. 50 

261. 40 

57.09 

37. 60 

152. 70 

194 
198 

197 

169. 60 

254.  40 

37.61 

38. 20 

154.  40 

202 

171.  40 

257. 10 

38.21 

39.12 

1 56. 40 

203 

207 

173.  70 

260. 60 

S9.1S 

39.  68 

158. 20 

208 

211 

175. 70 

263. 60 

39.69 

40.33 

159. 80 

212 

216 

177.  40 

266. 10 

Jfi.S4 

41.12 

161.80 

217 

221 

179. 60 

269. 40 

41.13 

41.76 

163. 60 

222 

225 

181.60 

272. 40 

41.77 

42. 44 

165. 50 

226 

230 

183. 80 

276. 70 

42.45 

43. 20 

167. 30 

231 

235 

185. 80 

278. 70 

43. 21 

43.  76 

169. 40 

236 

239 

188. 10 

282. 20 

43.77 

44.  44 

171.  00 

240 

244 

189.  90 

286. 20 

44-4^ 

44-  S8 

172. 70 

245 

249 

191.  70 

229. 10 

44-89 

45. 60 

174. 80 

250 

253 

194. 10 

296.80 

176. 60 

254 

268 

196. 10 

302. 60 

178. 10 

259 

263 

197. 70 

308. 40 

180. 20 

264 

267 

200. 10 

313. 10 

182.00 

268 

272 

202. 10 

319.00 

183.90 

273 

277 

204. 20 

324. 80 

185.70 

278 

281 

206.20 

329.60 

187. 50 

282 

286 

208. 20 

335.40 

189. 50 

287 

291 

210.40 

S4I.SO 

191.10 

292 

296 

212.20 

345.90 

193. 10 

296 

300 

214.40 

351.70 

194.90 

301 

305 

216. 40 

S57.60 

196.60 

306 

309 

218.30 

S62. 40 

40 


TABLE  FOR  DETERMININO  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS-ContinnQd. 


I 

II 

III 

IV 

V 

{Frtmary 

insurance 

(Primary 

(Maximum 

(.Primary  insurance  benefit 

amount 

(Average  monthly  wage) 

insurance 

family 

undermS9  Act,  as  modified) 

effective  for 

amount) 

benefits) 

September 

1972) 

And  the  maxi- 

If an  individual's  primary  insur 

Or  his 

Or  his  average  monthly  wage 

The  amou^nt 

mum  amount 

ance  benefit 

(as  determined 

Pi  imary 

(as  determined  under  sub- 

referred to 

of  benefits 

under  subsec.  id))  is— 

insurance 

sec.  (6))  is- 

in  the 

payable  (as 

amount  (as 

preceding 

provided  in 

determined 

paragraphs 

sec.  203 {a)) 

under 

of  this 

on  the  basis 

But  not 

subsec.  (c)) 

But  not 

subsection 

of  his  wages 

At  least— 

more 

is — 

At  least — 

more 

shall  be — 

and  self- 

than— 

than — 

employment 

income 

shall  be — 

$Wo.  Of 

$310 

$314 

iiZzU.  OU 

$oos.  20 

ZUU.  oU 

315 

319 

222. 40 

374, 10 

and)  r\r\ 
ZUz.  UU 

320 

323 

2Z4.  30 

378. 80 

s>ri  I  r\f\ 
ZU^.  UU 

324 

328 

226. 60 

384,  70 

205. 80 

329 

333 

ZZO.  oU 

390.  60 

ZUl.  i)U 

334 
338 

337 

zoO.  oO 

S95. 20 

zUi),  JjU 

342 

zoz.  oU 

401.00 

211. 20 

434 
348 

347 

234-  60 

4O6, 90 

Zlo.  oU 

351 

0)Qfi  QD 

ZoO.  SU 

411. 60 

215, 00 

352 

356 

Zoo.  iV 

417. 40 

217.00 

357 

361 

240.  90 

423.  SO 

21 8.  70 

362 

365 

242.  80 

1  SiO  nn 

ZZU.  JfJ 

366 

370 

244- 

JfOo.  oU 

ZzZ.  JfU 

371 

375 

246, 90 

439.  oU 

ZZ4.  20 

376 

379 

0 1 Q  on 

z4o.  yu 

444- 

ZZO.  zU 

380 

384 

251. 10 

450. 30 

227,  80 

386 

389 

zoz.  tfU 

456. 10 

&&Q  fin 
ZZi).  OU 

390 

393 

254, 90 

460. 80 

Zol . OO 

394 
399 

398 

257. 10 

466.  70 

ZOO.  IfJ 

403 

zoy.uu 

472, 60 

235. 4-0 

404 

407 

zol.  oU 

477, 20 

ZOO.  90 

4O8 

412 

2o3.  UU 

483. 10 

Zoo.  oU 

413 

417 

zo4-  yu 

488. 90 

ZU4.  oU 

4I8 

421 

&fifi  Qn 
ZOO.  oU 

4y3.  ou 

a  /  ei  Sid 

z4z.  zU 

4S2 

426 

ZOO.  oU 

499. 40 

240.  <sU 

4£7 

431 

270.  70 

506.  SO 

245.  40 

432 

436 

ZIZ.  JfJ 

511. 20 

247  ■  40 

437 

UO 

^4- 

613. 60 

&  I Q  on 
Z4°-  "0 

441 

445 

276. 30 

516. 50 

250. 60 

4I6 

460 

zlo.  zU 

519. 40 

252.  50 

451 

464 

ZoU.  oU 

521. 70 

254. 10 

455 

459 

2o2.  lU 

524-  60 

255.  80 

460 

464 
468 

Z04.OU 

527. 50 

257. 40 

465 

zoo.  oU 

630. 00 

269. 40 

469 

473 

(BOO 

288.00 

532. 80 

2oU.  90 

4U 

478 

men 

289.  oU 

536. 80 

(Pin  (ft  Cff\ 

zoz.  oU 

479 

400 

482 

291, 50 

638. 20 

264-  50 

40 1 

293.  oO 

541.20 

266. 10 

488 

492 

295. 40 

544, 10 

ZOI .  oU 

493 

496 

Zai.  oU 

546, 40 

2oi).  lU 

497 

601 

(Jinn  tr\ 

29y.  4U 

649,  SO 

271. 20 

502 

606 

301.  10 

552. 20 

272. 90 

507 

610 

603. 00 

554, 60 

274. 60 

511 

515 

304. 90 

567, 50 

276. 40 

516 

520 

30o.  yu 

560, 50 

278. 10 

621 

524 

3U8.  10 

562,  70 

2/9.  80 

625 

629 

Qin  pn 
310,  oU 

565, 70 

281,  70 

530 

534 

312.  70 

568. 60 

283. 20 

535 

638 

314-  40 

571.00 

284-90 

639 

543 

316.  SO 

673. 90 

286. 80 

644 

648 

318. 40 

576. 80 

288. 40 

549 

653 

320. 20 

579. 80 

290. 10 

564 

556 

322. 10 

581. 60 

291,50 

657 

660 

323.60 

583.90 

293. 10 

661 

663 

325. 40 

685.  70 

294. 60 

664 

567 

327. 10 

688.00 

896, 20 

568 

670 

328. 80 

589. 80 

297.60 

571 

674 

330. 40 

592.00 

299, 20 

576 

577 

332.  20 

693.09 

S00,60 

678 

681 

SS3.  70 

596. 10 

302.20 

682 

684 

S36.  60 

597.  90 

SOS.  60 

685 

688 

SS7, 00 

600.  SO 

SOS.  SO 

689 

691 

SS8,  90 

602.00 
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TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS— Continued 


(Primary  insurance  benefit 
under  1939  Act,  as  modified) 


II 

(Primary 
insurance 
amount 
effective  for 
September 
1972) 


III 


(Average  monthly  wage) 


IV 


(Primary 
insurance 
amount) 


If  an  individual's  primary  insur- 
ance benefit  (as  determined 
under  subsec.  (d))  is— 


At  least- 


But  not 
more 
than— 


Or  his 
primary 
insurance 
amount  (as 
determined 

under 
subsec.  (c)) 


Or  his  average  monthly  wage 
(as  determined  under  sub- 
sec. (b))  is — 


At  least- 


$306.  80 

$592 

308.  SO 

598 

309.  80 

599 

311.  SO 

60S 

312.  80 

606 

31 4. 40 

610 

315.  90 

613 

31 7.  40 

617 

318.  90 

621 

320.  40 

624 

321.  90^ 

628 

323.  40 

631 

325.  00 

635 

326.  60 

638 

328.  00 

642 

329.  60 

645 

331.  00 

649 

332.  00 

653 

S32.  90 

657 

334. 10 

661 

sss'.  SO 

666 

50 

UOU.  iJU 

671 

337.  70 

676 

338.  90 

681 

340. 10 

686 

S4I.SO 

691 

342.  50 

696 

S4S.70 

701 

S44.90 

706 

346. 10 

711 

347.  SO 

716 

348.  50 

721 

349.  70 

726 

350.  90 

731 

352. 10 

7S6 

S5S.  SO 

741 

S54.  50 

746 

355.  50 

751 

356.  50 

756 

357.  50 

761 

358.  50 

766 

S59.  50 

771 

360.  50 

776 

sei.  50 

781 

362.  50 

786 

363.  50 

791 

S64.  50 

796 

365.  50 

801 

366.  50 

806 

367.  50 

811 

368.  50 

816 

369.  50 

821 

370.  50 

826 

371.  50 

831 

372.  50 

836 

373.  50 

841 

374.  50 

846 

375.  50 

851 

376.  50 

858 

377.  50 

861 

378.  50 

868 

S79. 50 

871 

But  not 
more 
than— 


The  amount 
referred  to 

in  the 
preceding 
paragraphs 

of  this 
subsection 
shall  be— 


$695 

if)  /n  fin 

lien  1  in 
$004.  40 

698 

602 

oJj./C.  ou 
3  '3  90 

606. 10 
fino  fin 
oOo.  OU 

605 

346  60 

fii n  on 
Olu.  ou 

609 

347. 30 

612.  50 

612 

gig  QQ 

614.  40 

618 

350  70 

616.  70 

620 

OOZ.  JfU 

619. 10 

623 

/  (If) 

fi&n  Qn 
ozu.  tsu 

627 

355.  70 

fiOQ  on 
ozo.  zu 

630 

357  ^0 

625.  SO 

6S4 

359.  00 

fioo  in 
Oz8.  40 

637 

oou.  00 

fioi  cn 
tol .  Sir 

641 

Qfi^  fin 
ooz.  ou 

6S4.  40 

644 

364. 10 

fioy  Sin 
001.  ZU 

648 

iifiK  on 

fi  in  OA 
040.  OU 

652 

Qfiy 

001.  OU 

64s.  10 

656 

oOo.  OU 

645. 00 

660 

S69.  60 

646.  70 

665 

Qyn  on 
oiU.  yu 

649. 10 

670 

01  z.  zu 

65l.  40 

675 

fin 

010.  ou 

66S.  70 

680 

Q7/  on 
0/  J),  yu 

656. 10 

686 

Qjfi  Sin 
0/0.  zu 

668.  40 

690 

nyy  fin 
0/ 1 ,  ou 

ficn  ^n- 
ooO.  10 

695 

378.  90 

66S  10 

700 

380.  20 

665. 40 

705 

381.60 

667.  70 

710 

382.  90 

670. 00 

715 

S84.  20 

672. 40 

720 

385. 60 

674.  70 

725 

386.  90 

677. 00 

730 

388.  20 

679.40 
681.70 

735 

389.  60 

740 

390.  90 

684.  00 

745 

392. 20 

686.  40 

750 

393.  60 

688.  70 

755 

394.  70 

690.  70 

760 

395.  80 

692.  60 

765 

396.  90 

694.  60 

770 

398.  00 

696.  50 

775 

399. 10 

698. 60 

780 

400.  20 

700.  SO 

785 

401.30 

702.  SO 

790 

402.  40 

704.  20 

796 

40s.  60 
404.  60 

708.  20 

800 

708. 10 

805 

4O6.  80 
4O6.  90 

710.10 

810 

712. 00 

815 

4O8.  00 

714. 00 

820 

409. 10 

715.90 

825 

410.  20 

717.90 

830 

411.30 

719.80 

835 

412.40 

721.80 

840 

413.  60 

414.  60 

72S.70 

845 

725.  70 

860 

416.  70 

727. 50 

855 

41 6.  90 

729. 50 

860 

41 8.  00 

731.40 

865 

419. 10 

733. 40 

870 

420.  20 

735.  SO 

876 

421. SO 

787.80 

42 


TABLE  FOR  DETERMINING  PRIMARY  INSURANCE  AMOUNT  AND 
MAXIMUM  FAMILY  BENEFITS— Continued 


I 

II 

III 

IV 

V 

{Primary 

insurance 

{Primary 

{Maximum 

{Primary  insurance  benefit 

amount 

{Average  monthly  wage) 

insurance 

family 

under  1939  Act,  as  modified) 

effective  for 

amount) 

benefits) 

September 
1972) 

And  the  maxi- 

If  an  individual's  primary  insur- 

Or  his 

Or  his  average 

monthly  wage 

The  amount 

mum  amount 

{as  determined 

primary 

{as  determined  under  sub- 

referred  to 

of  benefits 

UTldCT  SV/bS6C, 

{d))  is- 

insurance 

sec.  (6))  is— 

in  the 

payable  {as 

amount  {as 

preceding 

provided  in 

determined 

paragraphs 

sec.  203{a)) 

under 

of  this 

on  the  basis 

But  not 

subsec.  (c)) 

But  not 

subsection 

of  his  wages 

A  f  7/5/7  if-^ 

more 

is— 

At  least 

more 

shall  be— 

and  self- 

than— 

than — 

employment 

income 

shall  be— 

$380.  50 

$876 

$880 

$422. 40 

$739.  20 

381.  50 

881 

885 

423. 50 

741.20 

382.  50 

886 

890 

424.  60 

743.10 

383.  50 

891 

895 

425.  70 

745. 10 

384.  50 

896 

900 

426.  80 

747.  00 

385.  60 

901 

905 

428. 00 

749. 00 

386.  50 

906 

910 

429. 10 

750.  90  ■ 

387.  50 

911 

915 

430.  20 

752.  90 

388.  50 

916 

920 

431.30 

764.  70 

389.  50 

921 

925 

432.  40 

756.  70 

390.  50 

926 

930 

433.  50 

758.  60 

391.50 

931 

935 

434.  60 

760.  60 

392.  50 

936 

940 

435.  70 

762.  50 

393.  50 

941 

945 

436.  80 

764. 50 

394.  50 

946 

950 

437.  90 

766.40 

395.  50 

951 

955 

439. 10 

768.  40 

396. 50 

956 

960 

440.20 

770. 30 

397. 50 

961 

965 

441. 30 
442.  40 

772. 30 

398.  50 

966 

970 

774. 20 

399.  50 

971 

975 

443. 50 

776. 20 

400. 50 

976 

980 

444.60 

778.00 

401.50 

981 

985 

445. 70 

780.00 

402. 50 

986 

990 

44G.  50 

781.90 

40s.  50 

991 

995 

447. 90 

783.90 

404. 50 

996 

1,000 

449.00 

785. 80 

1,001 

1,005 

450.00 

787. 50 

1,008 

1,010 

A51.00 

789. 30 

1,011 

1,015 

452.00 

791.00 

1,016 

1,020 

453.00 

792. 80 

1,021 

1,025 

454.00 

794.50 

1,026 

1,030 

455.00 

796.30 

1,031 

1,035 

456.00 

798.00 

1,036 

1.040 

457.00 

799.80 

1,041 

1,045 

458.00 

801.50 

1,046 

1,050 

459.00 

803.  SO 

1,051 

1,055 

460.00 

805.00 

1,056 

1,060 

461.00 

806. 80 

1,061 

1,065 

462.00 

808.50 

1,066 

1,070 

463.00 

810. 30 

1,071 

1,075 

464.00 

812.00 

1,076 

1,080 

465.00 

813.  80 

1,081 

1,085 

466.00 

815. 60 

1,086 

1,090 

467.00 

817.30 

1,091 

1,095 

468.00 

819.00 

1,096 

1,100 

469.00 

820.80 

* 

* 

* 

* 

CERTAIN  WAGES  AND  SELF-EMPLOYMENT  INCOME  NOT  TO  BE  COUNTED 


(e)  For  the  purposes  of  subsections  (b)  and  (d) — 

(1)  in  computing  an  individual's  average  monthly  wage  there 
shall  not  be  counted  the  excess  over  $3,600  in  the  case  of  any 
calendar  year  after  1950  and  before  1955,  the  excess  over  $4,200 
in  the  case  of  any  calendar  year  after  1954  and  before  1959,  the 
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excess  over  S4,800  in  the  case  of  any  calendar  year  after  1958 
and  before  1966,  the  excess  over  $6,600  in  the  case  of  any  calendar 
year  after  1965  and  before  1968,  the  excess  over  $7,800  in  the  case 
of  any  calendar  year  after  1967  and  before  1972,  the  excess  over 
$9,000  in  the  case  of  any  calendar  year  after  1971  and  before  1973, 
the  excess  over  $10,800  m  the  case  of  any  calendar  vear  after  1972 
and  before  1974,  the  excess  over  [$12,600]  $13,200  in  the  case  of 
any  calendar  year  after  1973  and  before  1975,  and  the  excess  over 
an  amount  equal  to  the  contribution  and  benefit  base  (as  deter- 
mined under  section  230)  in  the  case  of  any  calendar  year  after 
1974  with  respect  to  which  such  contribution  and  benefit  base  is 
effective  ^  of  (A)  the  wages  paid  to  him  in  such  year,  plus  (B) 
the  self-employment  income  credited  to  such  year  (as  determined 
"tmder  section  212) ;  and 

(2)  if  an  individual's  average  monthly  wage  computed  under 
-subsection  (b)  or  for  the  purposes  of  subsection  (d)  is  not  a  multi- 
jple  of  $1,  it  shall  be  reduced  to  the  next  lower  multiple  of  $1. 


COST-OF-LIVING  INCREASES  IN  BENEFITS 


(1)  (1)  For  purposes  of  this  subsection — 

(A)  the  term  ''base  quarter"  means  (i)  [the  calendar  quarter 
ending  on  June  30  in  each  year  after  1972,  or]  the  calendar  quarter 
ending  on  March  31  in  each  year  after  1974,  or  (ii)  any  other 
calendar  quarter  in  which  occurs  the  effective  month  of  a  general 
benefit  increase  under  this  title; 

(B)  the  term  ''cost-of-living  computation  quarter"  means  a 
base  quarter,  as  defined  in  subparagraph  (A)(i),  in  which  the 
Consumer  Price  Index  prepared  b}^  the  Department  of  Labor 
exceeds,  by  not  less  than  3  per  centum,  such  Index  in  the  later  of 
(i)  the  last  prior  cost-of-living  computation  quarter  Avhich  was 
established  under  this  subparagraph,  or  (ii)  the  most  recent  calen- 
dar quarter  in  which  occurred  the  effective  month  of  a  general 
benefit  increase  under  tliis  title;  except  that  there  shall  be  no 
cost-of-hving  computation  quarter  in  any  calendar  year  [in  which 
a  law  has  been  enacted  providing  a  general  benefit  increase  under 
this  title  or  in  which  such  a  benefit  increase  becomes  effective; 
and]  if  in  the  year  prior  to  such  year  a  law  has  been  enacted  provid- 
ing a  general  benefit  increase  under  this  title  or  f  in  such  prior  yeoi 
a  benefit  increase  becomes  efective;  and 

(C)  the  Consumer  Price  Index  for  a  base  quarter,  a  cost-of- 
living  computation  quarter,  or  any  other  calendar  quarter  shall 
be  the  arithmetical  mean  of  such  index  for  the  3  months  in  such 
quarter. 

(2)  (A)(i)  The  Secretary  shall  determine  each  year  beginnino;  with 
[1974]  1975  (subject  to*^  the  hmitation  in  paragraph  (1)(B)  /and  to 
subparagraph  (E)  of  this  paragrapKJ  whether  the  base  quarm-  (as 
defined  in  paragraph  (l)(A)(i))  in  sTrch  year  is  a  cost-of-living  com- 
putation quarter. 

(ii)  If  the  Secretary  determines  that  [such  base  quarters]  the  base 
quarter  in  any  year  is  a  cost-of-living  computation  quarter,  he  shall, 
effective  ^nth  the  month  of  [January  of  the  next  calendar  year]  June 
oi such  year! (subject  to  subparagraph  (E)),as  provided  in  subparagraph 


(B),  increase  the  benefit  amount  of  each  individual  who  for  such 
month  is  entitled  to  benefits  under  section  227  or  228,  and  the  primary 
insurance  amount  of  each  other  individual  under  this  title  (but  not 
including  a  primary  insurance  amount  determined  under  subsection 
(a)(3)  of  this  section)/  by  an  amount  derived  by  multiplying  each 
such  amount  (including  each  such  individual's  primary  insurance 
amount  or  benefit  amount  under  section  227  or  228  as  previously 
increased  under  this  subparagraph)  by  the  same  percentage  (rounded 
to  the  nearest  one-tenth  of  1  percent)  as  the  percentage  by  which  the 
Consumer  Price  Index  for  such  cost-of-living  computation  quarter 
exceeds  such  index  for  the  most  recent  prior  calendar  quarter  which 
was  a  base  quarter  under  paragraph  (l)(A)(ii)  or,  if  later,  the  most 
recent  cost-of-living  computation  quarter  under  paragraph  (1)(B). 
Any  such  increased  amount  Avhich  is  not  a  multiple  of  $0.10  shall 
be  increased  to  the  next  higher  multiple  of  $0.10. 

(B)  The  increase  provided  by  subparagraph  (A)  with  respect  to  a 
particular  cost-of-living  computation  quarter  shall  apply[j;subject  to 
subparagraph  (E))7in  the  case  of  monthly  benefits  under  this  title  for 
months  after  [December]  May  of  the  calendar  year  in  which  occurred 
such  cost-of-living  computation  quarter,  and  in  the  case  of  lump-sum 
death  payments  mth  respect  to  deaths  occurring  after  [December] 
May  of  such  calendar  year. 

(C)  (i)  Whenever  the  level  of  the  Consumer  Price  Index  as  published 
for  any  month  exceeds  by  2.5  percent  or  more  the  level  of  such  iadex 
for  the  most  recent  base  quarter  (as  defined  in  paragraph  (l)(A)(ii)) 
or,  if  later,  the  most  recent' cost-of-living  computation  quarter,  the 
Secretary  shall  (withiQ  5  days  after  such  publication)  report  the 
amount  of  such  excess  to  the  House  Committee  on  Ways  and  Means 
and  the  Senate  Committee  on  Finance. 

(ii)  Wlienever  the  Secretary  determiaes  that  a  base  quarter  in  a 
calendar  year  is  also  a  cost-of-living  computation  quarter,  he  shall 
notify  the  House  Committee  on  Ways  and  Means  and  the  Senate 
Committee  on  Finance  of  such  determination  [on  or  before  August  15 
of  such  calendar  year]  within,  30  days  after  the  close  of  such  quarter^ 
indicating  the  amount  of  the  benefit  increase  to  be  provided,  his 
estimate  of  the  extent  to  which  the  cost  of  such  increase  would  be  met 
by  an  increase  in  the  contribution  and  benefit  base  under  section  230 
and  the  estimated  amount  of  the  increase  in  such  base,  the  actuarial 
estimates  of  the  effect  of  such  increase,  and  the  actuarial  assumptions 
and  methodology  used  in  preparing  such  estimates. 

(D)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in 
the  Federal  Register  [on  or  before  November  1  of  such  calendar  year] 
wiihin  1^5  days  after  the  close  of  such  quarter  a  determination  that  a 
benefit  increase  is  resultantly  required  and  the  percentage  thereof.  He 
shall  also  publish  in  the  Federal  Register  at  that  time  (along  with  the 
increased  benefit  amounts  which  shall  be  deemed  to  be  the  amounts 
appearing  in  sections  227  and  228)  a  revision  of  the  table  of  benefits 
contained  in  subsection  (a)  of  this  section  (as  it  may  have  been  most 
recently  revised  by  another  law  or  pursuant  to  this  paragraph;  and 
such  revised  table  shall  be  deemed  to  be  the  table  appearing  in 
such  subsection  (a).  Such  revision  shall  be  determined  as  follows: 
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[(E)  Xotwithstanding  a  determiiiatioii  by  the  Secretary  under  sub- 
paragraph (A)  that  a  base  quarter  in  any  calendar  year  is  a  cost-of- 
Kving  computation  quarter  (and  not^vithstanding  any  notification  or 
pubhcation  thereof  under  subparagraph  (C)  or  (D)),  no  increase  in 
benefits  shaU  take  eft'ect  pursuant  thereto,  and  such  quarter  shall  be 
deemed  not  to  be  a  cost-of-hving  computation  quarter,  if  during  the 
calendar  year  in  which  such  determination  is  made  a  law  pro^'idmg  a 
general  benefit  increase  imder  this  title  is  enacted  or  becomes 
effective.] 

*  *  *  m  ^  *  * 

Traxsitioxal  Ixsured  Status 

Sec.  227.  (a)  In  the  case  of  any  individual  who  attains  the  age  of 
72  before  1969  but  who  does  not  meet  the  requirements  of  section 
214(a),  the  6  quarters  of  coverage  referred  to  in  paragraph  (1)  of 
section  214(a)  shall,  instead,  be  3  quarters  of  coverage  for  purposes 
of  determining  entitlement  of  such  individual  to  benefits  under  sec- 
tion 202(a),  and  of  liis  wife  to  benefits  under  section  202(b),  but,  in 
the  case  of  such  wife,  only  if  she  attains  the  age  of  72  before  1969 
and  only  with  respect  to  wife's  insurance  benefits  under  section  202(b) 
for  and  after  the  month  in  winch  she  attains  such  age.  For  each  month 
before  the  month  in  which  any  such  individual  meets  the  recpirements 
of  section  214(a),  the  amount  of  his  old-age  insurance  benefit  shall, 
notwithstanding  the  provisions  of  section  202(a),  be  [$58.00]  S6'440 
and  the  amount  of  the  wife's  insurance  benefit  of  his  wife  shall,  not- 
withstanduig  the  provisions  pf  section  202(b),  be  [S29.00]  $32.20. 

(b)  In  the  case  of  any  individual  who  has  clied,  who  does  not  meet 
the  recpiirements  of  section  214(a),  and  whose  widow  attains  age  72 
before  1969,  the  6  quarters  of  coverage  referred  to  in  paragraph  (3) 
of  section  214(a)  and  in  paragraph  (1)  thereof^  shall,  for  purposes  of 
determining  her  entitlement  to  widow's  insurance  benefits  under 
section  202(e),  instead  be — 

(1)  3  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  or  before  1966. 

(2)  4  quarters  of  coverage  if  such  widow  attains  the  age  of  72 
in  1967,  or 

(3)  5  quarters  of  coverage  if  such  widow  attains  the  ao-e  of  72 
in  1968. 

The  amount  of  her  widow's  insurance  benefit  for  each  month  shall, 
notwithstandino-  the  pro^-isions  of  section  202(e)  (and  section  202 
(m)),  be  [$58.00] -Se-^.^^^ 

(c)  In  the  case  of  any  individual  who  becomes,  or  upon  filuig  appli- 
cation therefor  would  become,  entitled  to  benefits  under  section  202(a) 
by  reason  of  the  application  of  subsection  (a)  of  this  section,  who  dies, 
and  whose  widow  attains  the  age  of  72  before  1969,  such  deceased  in- 
dividual shall  be  deemed  to  meet  the  requnements  of  subsection  (b 
of  this  section  for  purposes  of  determining  entitlement  of  such  widow 
to  widow's  insurance  benefits  tmder  section  202(e). 
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Benefits  at  Age  72  for  Certain  Uninsured  Individuals 

eligibility 

Sec.  228.  (a)  Ever}^  individual  who — ■ 

(1)  has  attained  the  age  of  72, 

(2)  (A)  attained  such  age  before  1968,  or  (B)  has  not  less  than- 
3  quarters  of  coverage,  whenever  acquired,  for  each  calendar  year 
elapsing  after  1966  and  before  the  year  in  which  he  attained  such 

(3)  is  a  resident  of  the  United  States  (as  defined  in  subsection 
(e)),  and  is  (A)  a  citizen  of  the  United  States  or  (B)  an  alien 
lawfulh^  admitted  for  permanent  residence  who  has  resided  in  the 
United  States  (as  defined  in  section  210(i))  continuously  during 
the  5  years  immediately  preceding  the  month  in  which  he  files 
application  under  this  section,  and 

(4)  has  filed  application  for  benefits  under  this  section, 

shall  (subject  to  the  limitations  in  this  section)  be  entitled  to  a  benefit 
under  this  section  for  each  month  beginning  with  the  first  month  after 
September  1966  in  which  he  becomes  so  entitled  to  such  benefits  and 
ending  with  the  month  preceding  the  month  in  which  he  dies.  No 
application  under  this  section  which  is  filed  by  an  individual  more 
than  3  months  before  the  first  month  in  which  he  meets  the  require-^ 
ments  of  paragraphs  (1),  (2),  and  (3)  shall  be  accepted  as  an  applica- 
tion for  purposes  of  this  section. 

BENEFIT  AMOUNT 

(b)  (1)  Except  as  provided  in  paragraph  (2),  the  benefit  amount  tO' 
which  an  individual  is  entitled  under  this  section  for  anv  month  shall 
be  [$58.00]  $6440. 

(2)  If  both  husband  and  wife  are  entitled  (or  upon  application 
would  be  entitled)  to  benefits  under  this  section  for  am^  month,  the 
amount  of  the  husband's  benefit  for  such  month  shall  be  [$58.00j 
$6440  and  the  amount  of  the  wife's  benefit  for  such  month  shall  be 
C$29.00]  $32.20. 

REDUCTION  FOR  GOVERNMENTAL  PENSION  SYSTEM  BENEFITS 

(c)  (1)  The  benefit  amount  of  an}'  individual  under  this  section  for 
any  month  shall  be  reduced  (but  not  below  zero)  by  the  amount  of 
an}^  periodic  benefit  under  a  governmental  pension  system  for  which 
he  is  eligible  for  such  month. 

(2)  In  the  case  of  a  husband  and  wife  only  one  of  whom  is  entitled 
to  benefits  under  this  section  for  any  month,  the  benefit  amount,  after 
any  reduction  under  paragraph  (1),  shall  be  further  reduced  (but  not 
below  zero)  b}^  the  excess  (if  any)  of  (A)  the  total  amount  of  any 
periodic  benefits  under  governmental  pension  S3^stems  for  which  the 
spouse  Vv^ho  is  not  entitled  to  benefits  under  this  section  is  eligible  for 
such  month,  over  (B)  [$29.00]  $32.20. 

(3)  In  the  case  of  a  husband  and  wife  both  of  whom  are  entitled 
to  benefits  under  this  section  for  any  month — 

(A)  the  benefit  amount  of  the  wife,  after  any  reduction  under 
paragraph  (1),  shall  be  further  reduced  (but  not  below  zero)  by 
the  excess  (if  an}^)  of  (i)  the  total  amount  of  any  periodic  benefits 
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under  goTemmerLtal  pension  systems  for  which  the  husband  is^- 
ehgible  for  such  month,  over  (ii)  [SoS.OO]  S64-40;  and 

(B)  the  benefit  amount  of  the  husband,  after  any  reduction 
under  paragraph  (1),  shall  be  further  reduced  (but  not  below 
zero)  by  the  excess  (if  any)  of  (i)  the  total  amount  of  any  periodic 
benefits  under  governmental  pension  systems  for  which  the  wife 
is  ehgible  for  such  month,  over  (ii)  [$29.00]  832.20. 

*  *  *  ^  *  *  * 

Adjustment  of  the  CoxTRiBrTiox  and  Benefit  Base 

Sec.  230.  fa)  Whenever  the  Secretary  pursuant  to  section  215 (i) 
increases  benefits  effective  [with  the  first  month  of  the  calendar  year] 
vjith  the  June  following  a  cost-of-hving  computation  quarter,  he  shall 
also  determine  and  pubhsh  in  the  Federal  Register  on  or  before 
November  1  of  the  calendar  3'ear  in  which  such  quarter  occurs  [(along 
with  the  publication  of  such  benefit  increase  as  required  by  section 
215(i)(2j(Dj2  the  contribution  and  benefit  base  determined  under 
subsection  (bj  which  shall  be  effective  [(unless  such  increase  in  bene- 
fits is  prevented  from  becoming  effective  by  section  215(ij  (2;  (E;; J 
with  respect  to  remuneration  paid  after  the  calendar  year  in  which 
such  quarter  occurs  and  taxable  3'ears  beginning  after  such  year. 

*  *  *  *  *  * 

(c)  For  purposes  of  this  section,  and  for  piu-poses  of  determining 
wa2:es  and  seK-emplo^Tnent  income  under  sections  209,  211,  213,  and 
215  of  this  Act  and  sections  1402.  3121,  3122,  3125,  6413,  and  6654  of 
the  Internal  Revenue  Code  of  1954,  the  ''contribution  and  benefit 
base"  with  respect  to  remimeration  paid  in  (and  taxable  years  be- 
ginning inj  any  calendar  year  after  1973  and  prior  to  the  calendar 
year  with  the  [first  month]  June  of  wliich  the  first  increase  in  benefits 
pursuant  to  section  215(ij  of  this  Act  becomes  effective  shall  be 
[812.600]  813:200  or  (if  apphcable)  such  other  amount  as  may  be 
specified  in  a  law  enacted  subsequent  to  the  law  which  added  this 
section. 

^  %  ^  %  ^  ^ 

Part  A — Determixatiox  of  Benefits 

Eligibility  for  and  Amount  of  Benefits 

definition  of  eligible  individual 

Sec.  1611.  (a)(1)  Each  aged,  blind,  or  disabled  individual  who  does 
not  have  an  ehgible  spouse  and — 

(Aj  whose  income,  other  than  income  excluded  pursuant  to 
section  1612(b),  is  at  a  rate  of  not  more  than  [81.680]  81:752  for 
the  calendar  year  1974  or  any  calendar  year  thereafter,  and 

(B)  whose  resources,  other  than  resources  excluded  pursuant 
to  section  1613(a),  are  not  more  than  (i)  in  case  such  individual 
has  a  spouse  with  whom  he  is  hving,  82.250,  or  (ii)  in  case  such 
individual  has  no  spouse  with  whom  he  is  hving.  81,500, 
shall  be  an  ehgible  individual  for  purposes  of  this  title. 
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(2)  Each  aged,  blind,  or  disabled  individual  who  has  an  eligible 
spouse  and — 

(A)  whose  income  (together  with  the  income  of  such  spouse), 
other  than  income  excluded  pursuant  to  section  1612(b),  is  at  a 
rate  of  not  more  than  [$2,520]  $2,628  for  the  calendar  year  1974, 
or  any  calendar  year  thereafter,  and 

(B)  whose  resources  (together  with  the  resources  of  such 
spouse),  other  than  resources  excluded  pursuant  to  section 
1613(a),  are  not  more  than  $2,250, 

shall  be  an  eligible  individual  for  purposes  of  this  title. 

AMOUNTS  OF  BENEFITS 

(b)(1)  The  benefit  under  this  title  for  an  individual  who  does  not 
have  an  eligible  spouse  shall  be  payable  at  the  rate  of  [$1,680]  $1,752 
for  the  calendar  year  1974  and  any  calendar  year  thereafter,  reduced 
by  the  amount  of  income,  not  excluded  pursuant  to  section  1612(b), 
of  such  individual. 

(2)  The  benefit  under  this  title  for  an  individual  who  has  an  eligible 
spouse  shall  be  payable  at  the  rate  of  [$2,520]  $2,628  for  the  calendar 
year  1974  and  any  calendar  year  thereafter,  reduced  by  the  amount  of 
income,  not  excluded  pursuant  to  section  1612(b),  of  such  individual 
and  spouse. 


INTEENAL  REVENUE  CODE 
Subtitle  A — Income  Taxes 

«  :fc  «  «  *  *  * 

CHAPTER  2  TAX  ON  SELF-EMPLOYMENT  INCOME 

:|:  «  *  *  *  4c  « 

SEC.  1401.  RATE  OF  TAX. 

(a)  *  *  * 

«  :^  4:  *  «  *  « 

(b)  Hospital  Insurance. — In  addition  to  the  tax  imposed  by  the 
preceding  subsection,  there  shall  be  imposed  for  each  taxable  year, 
on  the  self -employment  income  of  every  individual,  a  tax  as  follows: 

(1)  in  the  case  of  any  taxable  year  beginning  after  December  31, 
1967,  and  before  January  1,  1973,  the  tax  shall  be  equal  to  0.60 
percent  of  the  amount  of  the  self-employment  income  for  such 
taxable  year; 

[(2)  in  the  case  of  any  taxable  year  beginning  after 
December  31,  1972,  and  before  January  1,  1978,  the  tax  shall  be 
equal  to  1.0  percent  of  the  amount  of  the  self -employment 
income  for  such  taxable  year; 
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[(3)  in  the  case  of  any  taxable  year  beginning  after 
December  31,  1977,  and  before  January  1,  1981,  the  tax  shall 
be  equal  to  1.25  percent  of  the  amount  of  the  self -employment 
income  for  such  taxable  year; 

[(4)  in  the  case  of  any  taxable  year  beginning  after 
December  31,  1980,  and  before  January  1,  1986,  the  tax  shall  be 
equal  to  1.35  percent  of  the  amount  of  the  self -employment 
income  for  such  taxable  year; 

[(5)  in  the  case  of  any  taxable  year  beginning  after 
December  31,  1985,  the  tax  shall  be  equal  to  1.45  percent  of  the 
amount  of  the  self-employment  income  for  such  taxable  year. J 

(2)  in  the  case  of  any  taxable  year  beginning  after  December  31, 

1972,  and  before  January  1,  1974,  ihe  tax  shall  be  equal  to  1,0  per- 
cent oj  the  amount  oj  the  selj-employment  income  jor  such  taxable 
year; 

(3)  in  the  case  of  any  taxable  year  beginning  after  December  31 , 

1973,  and  before  January  1,  1978,  the  tax  shall  be  equal  to  0.90  per- 
cent of  the  amount  of  the  self-employment  income  for  such  taxable 
year; 

(4)  in  the  case  of  any  taxable  year  beginning  after  December  31, 
1977,  and  before  January  1,  1981,  the  tax  shall  be  equal  to  1.10 
percent  of  the  amount  of  the  self-employment  income  for  such  taxable 
year; 

(5)  in  the  case  of  any  taxable  year  beginning  after  December  31, 
1980,  and  before  January  1,  1986,  the  tax  shall  be  equal  to  1.35 
percent  of  the  amount  of  the  self-employment  income  for  such  taxable 
year;  and 

(6)  in  the  case  of  any  taxable  year  beginning  after  December  31, 
1985,  the  tax  shall  be  equal  to  1.50  percent  of  the  self-employment  in- 
come for  such  taxable  year, 

SEC.  1402.  DEFINITIONS. 

(a)  *  *  * 

(b)  Self-Employment  Income. — The  term  ''self-employment  in- 
come" means  the  net  earnings  from  self -employment  derived  by  an 
individual  (other  than  a  nonresident  alien  individual)  during  any 
taxable  year;  except  that  such  term  shall  not  include — 

(1)  that  part  of  the  net  earnings  from  self-employment  which  is 
in  excess  of — 

(A)  *  *  * 

*  *  *  «  «  «  * 

(H)  for  any  taxable  year  beginning  after  1973  and  before 
1975,  (i)  [$12,600]  $13,200,  minus  (ii)  the  amount  of  the 
wages  paid  to  such  individual  during  the  taxable  year;  and 

♦  *  *  ♦  «  «  4e 
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SUBTITLE  C— EMPLOYMENT  TAXES 
******* 

Chapter  21 — Federal  Insurance  Contributions  Act 

^  jft  ^  «|^  ^  "f* 

subchapter  a  TAX  ON  EMPLOYEES 

******* 

SEC.  3101.  RATE  OF  TAX. 

(a)  Old-Age,  Survivors,  and  Disability  Insurance. — In  addi- 
tion to  other  taxes,  there  is  hereby  imposed  on  the  income  of  every 
individual  a  tax  equal  to  the  following  percentages  of  the  wages  (as 
defined  in  section  3121(a))  received  by  him  with  respect  to  employ- 
ment (as  defined  in  section  3121(b)) — 

(1)  with  respect  to  wages  received  during  the  calendar  year 

1968,  the  rate  shall  be  3.8  percent; 

(2)  with  respect  to  wages  received  during  the  calendar  years 
1969  and  1970,  the  rate  shall  be  4.2  percent; 

(3)  with  respect  to  wages  received  during  the  calendar  years 
1971  and  1972,  the  rate  shall  be  4.6  percent; 

£(4)  with  respect  to  wages  received  during  the  calendar  years 
1973,  1974,  1975,  1976,  and  1977,  the  rate  shall  be  4.85  percent; 

[(5)  with  respect  to  wages  received  during  the  calendar  years 
1978  through  2010,  the  rate  shaU  be  4.80  percent;  and 

[(6)  with  respect  to  wages  received  after  December  31,  2010, 
the  rate  shaU  be  5.85  percent.] 

(4)  with  respect  to  wages  received  during  the  calendar  year  1973, 
the  rate  shall  be  4.85  percent; 

(5)  with  respect  to  wages  received  during  the  calendar  years  1974 
through  2010,  the  rate  shall  be  4-95  percent;  and 

(6)  with  respect  to  vjages  received  after  December  31,  2010,  the 
rate  shall  be  5.95  percent. 

(b)  Hospital  Insurance. — In  addition  to  the  tax  imposed  by  the 
preceding  subsection,  there  is  hereby  imposed  on  the  income  of  every 
individual  a  tax  equal  to  the  following  percentages  of  the  wages  (as 
-defined  in  section  3121  (a))  received  by  him  with  respect  to  employment 
■(as  defined  in  section  3121(b)) — 

(1)  with  respect  to  wa2:es  paid  during  the  calendar  years  1968, 

1969,  1970,  1971,  and  1972,  the  rate  shall  be  0.60  percent; 
[(2)  with  respect  to  wages  received  during  the  calendar  years 

1973,  1974,  1975,  1976,  and  1977,  the  rate  shall  be  1.0  percent; 

[(3)  with  respect  to  wages  received  during  the  calendar  years 
1978,  1979,  and  1980,  the  rate  shall  be  1.25  percent; 

[(4)  with  respect  to  wages  paid  durmg  the  calendar  years 
1981,  1982,  1983,  1984,  and  1985,  the  rate  shall  be  1.35  percent; 
and 

[(5)  with  respect  to  wages  paid  after  December  31,  1985,  the 
rate  shall  be  1.45  percent.] 

{2)  with  respect  to  wages  received  during  the  calendar  year  1973, 
the  rate  shall  be  1.0  percent; 

(3)  with  respect  to  wages  received  during  the  calendar  years  1974 
through  1977,  the  rate  shall  be  0.90  percent; 
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(4)  vyith  respect  to  wages  received  during  the  calendar  years  1978 
through  19S0,  the  rate  shall  he  1.10  percent; 

(5)  with  respect  to  wages  received  during  the  calendar  years  1981 
through  1985,  the  rate  shall  he  1.35  percent;  and 

(6)  with  respect  to  wages  received  after  December  81,  1985,  the 
rate  shall  he  1 .50  percent. 

•  *  *  «  *  *  ♦ 

Subchapter  B — Tax  on  Employees 

•  *  *  *  * 

SEC.  3111.  RATE  OF  TAX. 

(aj  Old-Age,  SurvivorS;  axd  Disability  Insurance. — In  addi- 
tion|to  other  taxes,  there  is  hereby  unposed  on  every  employer  an 
excise  tax,  with  respect  to  haying  indiyiduals  in  his  employ,  equal  to 
the  following  percentages  of  the  wages  (as  defined  in  section  3121(a)) 
paid  by  him  with  respect  to  emnloyment  (as  defined  in  section 
3121  (bj)— 

(1)  with  respect  to  wages  paid  during  the  calendar  year  1968, 
the  rate  shall  be  3.8  percent; 

(2)  with  respect  to  wages  paid  during  the  calendar  years  1969 
and  1970,  the  rate  shall  be  4.2  percent; 

(3)  with  respect  to  wages  paid  during  the  calendar  years  1971 
and  1972,  the  rate  shaU  be  4.6  percent; 

[(4)  with  respect  to  wages  paid  during  the  calendar  years  1973, 
1974,  1975,  1976,  and  1977,  the  rate  shall  be  4.85  percent; 

[(5)  with  respect  to  wages  paid  during  the  calendar  years  1978 
thi-ough  2010,  the  rate  shall  be  4.80  percent;  and 

[(6)  with  respect  to  wages  paid  after  December  31,  2010,  the 
rate  shall  be  5.85  percent.]! 

(4)  with  respect  to  wages  paid  during  the  calendar  year  1973,  the 
rate  shall  he  4-85  percent; 

(5)  with  respect  to  wages  paid  during  the  calendar  years  1974 
through  2010,  the  rate  shall  he  4-95  percent;  and 

(6)  with  respect  to  wages  paid  after  December  31,  2010,  the  rate 
shall  he  5.95  percent. 

(h  )  Hospital  Insurance. — In  addition  to  the  tax  imposed  by  the 
preceding  subsection,  there  is  hereby  imposed  on  every  employer  an 
excise  tax,  vnxh  respect  to  having  indiyiduals  in  his  employ,  equal 
tojthe  foHowing  percentages  of  the  wages  (as  defined  in  section  3121  (a)) 
paid  by  him  with  respect  to  employment  (as  defined  in  section 
3121(b))—  ^ 

(1)  with  respect  to  wages  paid  during  the  calendar  years  1968, 
1969,  1970,  1971,  and  1972,  the  rate  shah  be  0.60  perc"ent; 

[(2)  ^vith  respect  to  wages  paid  during  the  calendar  years 
1973,  1974,  1975,  1976,  and  1977,  the  rate  shall  be  1.0  percent; 

[(3)  with  respect  to  vrages  received  during  the  calendar  years 
1978,  1979,  and  1980,  the  rate  shall  be  1.25  percent; 

[(4)  ^vith  respect  to  wao-es  received  during  the  calendar  years 
1981,  1982,  1983,  1984,  and  1985,  the  rate  shall  be  1.35  percent; 
and 

[^5)  with  respect  to  wages  received  after  December  31,  1985, 
the  rate  shall  be  1.45  percent. 2 
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(2)  with  respect  to  wages  paid  during  the  calendar  year  1978,  the 
rate  shall  he  1 .0  percent; 

(3)  with  respect  to  wages  paid  during  the  calendar  years  1974 
through  1977,  the  rate  shall  he  0.90  percent; 

(4)  with  respect  to  wages  paid  during  the  calendar  years  1978 
through  1980,  the  rate  shall  he  1.10  percent; 

(6)  with  respect  to  wages  paid  during  the  calendar  years  1981 
through  1985,  the  rate  shall  he  1.35  percent;  and 

(6)  with  respect  to  wages  paid  after  Decemher  31,  1985 ^  the  rate 
shall  he  1.50  percent. 

*  «  «  *  ♦  *  « 

Subchapter  G — General  Provisions 

*  *  *  *  *  *  * 

SEC.  3121.  DEFINITIONS. 

(a)  Wages. — For  purposes  of  this  chapter,  the  term  *  Vages'^  means 
all  remuneration  for  employment,  including  the  cash  value  of  all 
remuneration  paid  in  any  medium  other  than  cash;  except  that  such 
term  shall  not  include — 

(1)  that  part  of  the  remuneration  which,  after  remuneration 
(other  than  remuneration  referred  to  in  the  succeeding  paragraphs 
of  this  subsection)  equal  to  [$10,800]  $13,200  with  respect  to 
employment  has  been  paid  to  an  individual  by  an  emplo37-er 
during  any  calendar  year,  is  paid  to  such  individual  by  such 
employer  during  such  calendar  year.  If  an  employer  (hereinafter 
referred  to  as  successor  employer)  during  any  calendar  year 
acquires  substantially  all  the  property  used  in  a  trade  or  business 
of  another  employer  (hereinafter  referred  to  as  a  predecessor),  or 
used  in  a  separate  unit  of  a  trade  or  business  of  a  predecessor,  and 
immediately  after  the  acquisition  employs  in  his  trade  or  business 
an  individual  who  immediately  prior  to  the  acquisition  was 
employed  in  the  trade  or  business  of  such  predecessor,  then,  for 
the  purpose  of  determining  whether  the  successor  employer  has 
paid  remuneration  (other  than  remuneration  referred  to  in  the 
succeeding  paragraphs  of  this  subsection)  with  respect  to  employ- 
ment equal  to  [$10,800]  $13,200  to  such  individual  during  such 
calendar  year,  any  remuneration  (other  than  remuneration 
referred  to  in  the  succeeding  paragraphs  of  this  subsection)  with 
respect  to  employment  paid  (or  considered  under  this  paragraph 
as  having  been  paid)  to  such  individual  by  such  predecessor 
during  such  calendar  year  and  prior  to  such  acquisition  shall  be 
considered  as  having  been  paid  by  such  successor  employer; 

*  «  *  *  * 

SEC.  3122.  FEDERAL  SERVICE. 

In  the  case  of  the  taxes  imposed  by  this  chapter  with  respect  to 
service  performed  in  the  employ  of  the  United  States  or  in  the  employ 
of  any  instrumentality  which  is  wholly  o\^Tied  by  the  United  States, 
including  service,  performed  as  a  member  of  a  uniformed  service,  to 
which  the  provisions  of  section  3121  (m)(l)  are  applicable,  and  includ- 
ing service,  performed  as  a  volunteer  or  volunteer  leader  within  the 
meaning  of  the  Peace  Corps  Act,  to  which  the  provisions  of  section 


53 


3121  (p)  are  applicable,  the  deterniination  whether  an  individual  has 
performed  service  which  constitutes  employment  as  defined  in  section 
3121(b),  the  determination  of  the  amount  of  remuneration  for  such 
service  which  constitutes  wages  as  defined  in  section  3121(a),  and  the 
return  and  payment  of  the  taxes  imposed  by  this  chapter,  shaU  be 
made  by  the  head  of  the  Federal  agency  or  instrumentahty  having  the 
control  of  such  service,  or  by  such  agents  as  such  head  may  designate. 
The  person  making  such  return  may,  for  convenience  of  administra- 
tion, make  payments  of  the  tax  imposed  under  section  3111  with  re- 
spect to  such  service  without  regard  to  the  [$10,8003  $13,200  limita- 
tion in  section  3121(a)(1),  and  he  shall  not  be  required  to  obtain  a 
refund  of  the  tax  paid  under  section  3111  on  that  part  of  the  remunera- 
tion not  included  in  wages  by  reason  of  section  3121(a)(1).  Payments 
of  the  tax  imposed  under  section  3111  \\dth  respect  to  service,  per- 
formed by  an  individual  as  a  member  of  a  uniformed  service,  to  which 
the  provisions  of  section  3121  (m)(l)  are  applicable,  shall  be  made 
from  appropriations  available  for  the  pay  of  members  of  such  uni- 
formed service.  The  provisions  of  this  section  shall  be  applicable  in  the 
case  of  service  performed  by  a  civilian  employee,  not  compensated 
from  funds  apj)ropriated  by  the  Congress,  in  the  Army  and  Air  Force 
Exchange  Service,  Army  and  Air  Force  Motion  Picture  Service,  Navy 
Exchanges,  Marine  Corps  Exchanges,  or  other  activities,  conducted 
by  an  instrumentality  of  the  United  States  subject  to  the  jurisdiction 
of  the  Secretary  of  Defense,  at  installations  of  the  Department  of 
Defense  for  the  comfort,  pleasure,  contentment,  and  mental  and 
physical  improvement  of  personnel  of  such  Department;  and  for 
purposes  of  this  section  the  Secretary  of  Defense  shall  be  deemed  to 
be  the  head  of  such  instrumentality.  The  provisions  of  this  section 
shall  be  applicable  also  in  the  case  of  service  performed  by  a  civilian 
employee,  not  compensated  from  funds  appropriated  by  the  Congress, 
in  the  Coast  Guard  Exchanges  or  other  activities,  conducted  by  an 
instrumentality  of  the  United  States  subject  to  the  jurisdiction  of 
the  Secretary,  at  installations  of  the  Coast  Guard  for  the  comfort, 
pleasure,  contentment,  and  mental  and  physical  improvement  of 
personnel  of  the  Coast  Guard;  and  for  purposes  of  this  section  the 
Secretary  shall  be  deemed  to  be  the  head  of  such  instrumentality. 
^  *  *  *  ^  * 

SEC.  3125.  RETURNS  IN  THE  CASE  OF  GOVERNMENTAL  EMPLOYEES 
IN  GUAM,  AMERICAN  SAMOA,  AND  THE  DISTRICT  OF  COLUMBIA. 

(a)  Guam. — The  return  and  payment  of  the  taxes  imposed  by  this 
chapter  on  the  income  of  individuals  who  are  officers  or  employees  of 
the  Government  of  Guam  or  any  political  subdivision  thereof  or  of 
any  instrumentality  of  any  one  or  more  of  the  foregoing  which  is 
whoUy  owned  thereby,  and  those  imposed  on  such  Government  or 
political  subdivision  or  instrumentality  with  respect  to  having  such 
individuals  in  its  employ,  may  be  made  by  the  Governor  of  Guam 
or  by  such  agents  as  he  ma^^  designate.  The  person  making  such  return 
may,  for  convenience  of  administration,  make  payments  of  the  tax 
imposed  under  section  3111  with  respect  to  the  service  of  such  indi- 
viduals without  regard  to  the  [$10,800]  $18,200  limitation  in  section 
3121(a)(1). 
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(b)  American  Samoa. — The  return  and  payment  of  the  taxes 
imposed  by  this  chapter  on  the  income  of  individuals  who  are  officers 
or  employees  of  the  Government  of  American  Samoa  or  any  political 
subdivision  thereof  or  of  onj  instrumentality  of  any  one  or  more  of  the 
foregoing  which  is  wholh^  owned  thereby,  and  those  imposed  on  such 
Government  or  political  subdivision  or  instrumentality  with  respect 
to  having  such  individuals  in  its  employ,  may  be  made  by  the  Governor 
of  American  Samoa  or  by  such  agents  as  he  may  designate.  The 
person  making  such  return  ma}^,  for  convenience  of  administration, 
make  pa3mients  of  the  tax  imposed  under  section  3111  with  respect 
to  the  service  of  such  individuals  without  regard  to  the  [$10,800] 
$13,200  lunitation  in  section  3121(a)(1). 

(c)  District  of  Columbia. — In  the  base  of  the  taxes  imposed  by 
this  chapter  with  respect  to  service  performed  in  the  employ  of  the 
District  of  Columbia  or  in  the  employ  of  any  instrumentality  which  is 
wholly  owned  thereby,  the  return  and  payment  of  the  taxes  may  be 
made  by  the  Commissioners  of  the  District  of  Columbia  or  by  such 
agents  as  they  may  designate.  The  person  making  such  return  may^ 
for  convenience  of  administration,  make  payments  of  the  tax  imposed 
by  section  3111  with  respect  to  such  service  without  regard  to  the 
[$10,800]  $13,200  limitation  in  section  3121(a)(1). 

*  4e  *  ♦  *  «  * 

SUBTITLE  F— PROCEDURE  AND  ADMINISTRATION 

Chapter  65 — Abatements,  Credits,  and  Refunds 

*  *  *  *  «  *  * 

subchapter  B — RULES  OF  SPECIAL  APPLICATION 

******* 

SEC.  6413.  SPECIAL  RULES  APPLICABLE  TO  CERTAIN  EMPLOYMENT 
TAXES. 

(a)  *  *  * 

*  *  ■*  i»  %  * 

(c)  Special  Refunds. — 

(1)  In  general. — If  by  reason  of  an  employee  receiving  wages 
from  more  than  one  emplo3^er  during  a  calendar  year  after  the 
calendar  year  1950  and  prior  to  the  calendar  year  1955,  the 
wages  received  by  him  during  such  year  exceed  $3,600,  the 
employee  shall  be  entitled  (subject  to  the  provisions  of  section 
31(b))  to  a  credit  or  refund  of  any  amount  of  tax,  with  respect 
to  such  wages,  imposed  by  section  1400  of  the  Internal  Revenue 
Code  of  1939  and  deducted  from  the  employee's  wages  (whether 
or  not  paid  to  the  Secretary  or  his  delegate),  which  exceeds  the 
tax  with  respect  to  the  first  $3,600  of  such  wages  received; 
or  if  by  reason  of  an  employee  receiving  wages  from  more  than 
one  emplo^^er  (A)  during  any  calendar  year  after  the  calendar 
year  1954  and  prior  to  the  calendar  year  1959,  the  wages  received 
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b}^  him  during  sucli  3^ear  exceed  $4,200;  or  (B)  during  smj  calen- 
dar year  after  the  calendar  year  1958  and  prior  to  the  calendar 
3^ear  1966,  the  wages  received  by  him  during  such  year  exceed 
$4,800,  or  (C)  during  any  calendar  A^ear  after  the  calendar  year 
1965  and  prior  to  the  calendar  year  1968,  the  wages  received  by 
him  during  such  3^ear  exceed  $6,600,  or  (D)  during  an^^  calendar 
year  after  the  calendar  year  1967  and  prior  to  the  calendar  year 
1972,  the  wages  received  by  him  during  such  year  exceed  $7,800, 
or  (E)  during  any  calendar  year  after  the  calendar  jq&t  1971  and 
prior  to  the  calendar  je^r  1973,  the  wages  received  by  him  during 
such  year  exceed  $9,000  or  (F)  during  any  calendar  year  after 
the  calendar  3^ear  1972  and  prior  to  the  calendar  year  1974,  the 
wages  received  by  him  during  such  year  exceed  $10,800,  or  (i) 
during  any  calendar  year  after  the  calendar  year  1973  and  prior 
to  the  calendar  jesLV  1975,  the  wages  received  by  him  during 
such  year  exceed  [$12,600,3  $1S,200,  or  (H)  during  any  calendar 
year  after  1974,  the  wages  received  by  him  during  such  year 
exceed  the  contribution  and -benefit  base  (as  determined  under 
section  230  of  the  Social  Security  Act)  which  is  effective  with 
respect  to  such  j^ear;  and  the  employee  shaU  be  entitled  (subject 
to  the  pro\dsions  of  section  31(b))  to  a  credit  or  refund  of  any 
amount  of  tax,  with  respect  to  such  wages,  imposed  by  section 
3101  and  deducted  from  the  employee's  wages  (whether  or  not 
paid  to  the  Secretar}^  or  his  delegate),  which  exceeds  the  tax 
with  respect  to  the  first  $4,200  of  such  wages  received  in  such 
calendar  year  after  1954  and  before  1959,  or  which  exceeds  the 
tax  with  respect  to  the  first  $4,800  of  such  wages  received  in 
such  calendar  3^ear  after  1958  and  before  1966,  or  which  exceeds 
the  tax  with  respect  to  the  first  $6,600  of  such  wages  received  in 
such  calendar  year  after  1965  and  before  1968,  or  which  exceeds 
the  tax  with  respect  to  the  first  $7,800  of  such  wages  received  in 
such  calendar  3^ear  after  1967  and  before  1972,  or  which  exceeds 
the  tax  mth  respect  to  the  first  $9,000  of  such  wages  received  in 
such  calendar  year  after  1971  and  before  1973,  or  which  exceeds 
the  tax  with  respect  to  the  first  $10,800  of  such  wages  received 
in  such  calendar  vear  after  1972  and  before  1974,  or  which  exceeds 
the  tax  with  respect  to  the  first  [$12,6003  $13,200  of  such  wages 
received  in  such  calendar  3^ear  after  1973  and  before  1975,  or 
which  exceeds  the  tax  with  respect  to  an  amount  of  such  wages 
received  in  such  calendar  3^ear  after  1974  equal  to  the  contribu- 
tion and  benefit  base  (as  determined  under  section  230  of  the 
Social  Security  Act)  which  is  effective  with  respect  to  such  3' ear. 

(2)  Applicability  in  case  of  federal  and  state  employ- 
ees, EMPLOYEES  OF  CERTAIN  FOREIGN  CORPORATIONS,  AND 
governmental  EMPLOYEES  IN  GUAM,  AMERICAN  SAMOA,  AND 
THE  DISTRICT  OF  COLUMBIA.  

(A)  Federal  employees. — In  the  case  of  remuneration 
received  from  the  United  States  or  a  wholh"  owned  instru- 
mentality thereof  during  any  calendar  year,  each  head  of  a 
Federal  agency  or  instrumentahty  who  mtikes  a  return  pur- 
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siiant  to  section  3122  and  each  agent,  designated  by  the  head 
of  a  Federal  agency  or  instrumentalit}^,  who  makes  a  return 
pursuant  to  such  section  shall,  for  purposes  of  this  subsection, 
be  deemed  a  separate  employer,  and  the  term  'Vages"  in- 
includes  for  purposes  of  this  subsection  the  amount,  not  to 
exceed  $3,600  for  the  calendar  year  1951,  1952,  1953,  or  1954, 
$4,200  for  the  calendar  year  1955,  1956,  1957,  or  1958, 
$4,800  for  the  calendar  year  1959,  1960,  1961,  1962,  1963, 
1964,  or  1965,  $6,600  for  the  calendar  vear  1966  or  1967, 
$7,800  for  the  calendar  year  1968,  1969,  1970  or  1971,  or 
$9,000  for  the  calendar  year  1972,  $10,800  for  the  calendar 
3^ear  1973,  [$12,600]  $13,200  for  the  calendar  year  1974, 
or  an  amount  equal  to  the  contribution  and  benefit  base  (as 
determined  under  section  230  of  the  Social  Security  Act)  for 
any  calendar  year  after  1974  with  respect  to  which  such  con- 
tribution and  benefit  base  is  effective,  determined  by  each 
such  head  or  agent  as  constituting  wages  paid  to  an  employee. 

#  *  «  *  Hn  4e  * 

Chapter  68 — ^Additions  to  the  Tax,  Additional  Amounts,  and 
Assessable  Penalties 

4^  %  :i(  if:  %  4:  4: 

SUBCHAPTER  A — ADDITIONS  TO  THE  TAX  AND  ADDITIONAL  AMOUNTS 

:jc  %  :ic  %  %  4:  :t: 

SEC.  6654.  FAILURE  BY  INDIVIDUAL  TO  PAY  ESTIMATED  INCOME  TAX. 

(a)  *  *  * 

(d)  Exception. — Notwithstanding  the  provisions  of  the  preceding 
subsections,  the  addition  to  the  tax  with  respect  to  any  underpayment 
of  any  installment  shall  not  be  imposed  if  the  total  amount  of  all 
payments  of  estimated  tax  made  on  or  before  the  last  date  prescribed 
for  the  payment  of  such  installment  equals  or  exceeds  the  amount 
which  would  have  been  required  to  be  paid  on  or  before  such  date  if 
the  estimated  tax  were  whichever  of  the  following  is  the  least — 

(1)  The  tax  shown  on  the  return  of  the  individual  for  the  pre- 
ceding taxable  year,  if  a  return  shomng  a  liability  for  tax  was 
filed  by  the  individual  for  the  preceding  taxable  year  and  such 
preceding  year  was  a  taxable  year  of  12  months. 

(2)  An  amount  equal  to  80  percent  (66^^  percent  in  the  case  of 
individuals  referred  to  in  section  6073  (b) ,  relating  to  income  from 
farming  or  fishing)  of  the  tax  for  the  taxable  year  computed  by 
placing  on  an  annualized  basis  the  taxable  income  for  the  months 
in  the  taxable  year  ending  before  the  month  in  which  the  install- 
ment is  required  to  be  paid  and  by  taking  into  account  the  ad- 
justed self -employment  income  (if  the  net  earnings  from  self- 
employment  (as  defined  in  section  1402(a))  for  the  taxable  year 
equal  or  exceed  $400).  For  purposes  of  this  paragraph — 

(A)  The  taxable  income  shall  be  placed  on  an  annualized 
basis  by — 
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(i)  multiplying  by  12  (or,  in  the  case  of  a  taxable  year  of 
less  than  12  months,  the  number  of  months  in  the  taxable 
year)  the  taxable  income  (computed  \\ithout  deduction  of 
personal  exemptions)  for  the  months  in  the  taxable  year  end- 
ing before  the  month  in  which  the  installment  is  required  to 
be  paid, 

(ii)  dividing  the  resulting  amount  by  the  number  of 
months  in  the  taxable  year  ending  before  the  month  in  which 
such  installment  date  falls,  and 

(iii)  deducting  from  such  amount  the  deductions  for  per- 
sonal exemptions  allowable  for  the  taxable  year  (such  per- 
sonal exemptions  being  determined  as  of  the  last  date 
prescribed  for  payment  of  the  installment). 

(B)  The  term  ''adjusted  self-employment  income" 
means — 

(i)  the  net  earnings  from  self-employment  (as  defined  in 
section  1402(a))  for  the  months  in  the  taxable  year  ending 

before  the  month  in  which  the  installment  is  required  to  be 
paid,  but  not  more  than 

(ii)  the  excess  of  [$10,800]  $13,200  over  the  amount  de- 
termined by  placing  the  wages  (within  the  meaning  of  sec- 
tion 1402(b))  for  the  months  in  the  taxable  year  ending  be- 
fore the  month  in  which  the  installment  is  required  to  be  paid 
on  an  annualized  basis  in  a  manner  consistent  with  clauses 
(i)  and  (ii)  of  subparagraph  (A). 

******* 


SECTION  401  OF  THE  SOCIAL  SECURITY  AMENDMENTS 

OF  1972 

Title  IV — Miscellaneous 

LIMITATION   ON   FISCAL   LIABILITY   OF   STATES   FOB   OPTIONAL  STATE 

SUPPLEMENTATION 

Sec.  491.  (a)  *  *  * 

(b)(1)  For  purposes  of  subsection  (a),  the  term  "adjusted  pa^nnent 
level  under  the  appropriate  approved  plan  of  a  State  as  in  effect  for 
January  1972"  means  the  amount  of  the  money  payment  which  an 
individual  with  no  other  income  would  have  received  under  the  plan 
of  such  State  approved  under  title  I,  X,  XIV,  or  XVI  of  the  Social 
Security  Act,  as  may  be  appropriate,  and  in  effect  for  January  1972; 
except  that  the  State  may,  at  its  option,  increase  such  payment  level 
with  respect  to  any  such  plan  by  an  amount  which  does  not  exceed  the 
sum  of — 

(A)  a  payment  level  modification  (as  defined  in  paragraph  (2) 
of  this  subsection)  with  respect  to  such  plan,  [and] 

(B)  the  bonus  value  of  food  stamps  in  such  State  for  January 
1972  (as  defined  in  paragraph  (3)  of  this  subsection)  and 

(C)  in  the  case  oj  months  in  the  calendar  year  1974,  ihe  amount 
by  which  supplemental  security  income  benefits  of  the  type  involved 
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were  increased  by  section  210  of  Public  Law  93-66 ^  as  amended 
by  section  4{<^){1)  of  the  law  which  added  this  clause. 

^  %  :i:  %  %  4:  ^ 


Public  Law  92-336 

automatic  adjustments  in  benefits  and  in  the  contribution 

and  benefit  base 

Adjustments  in  Benefits 
Sec.  202.  (a)(1)  *  *  * 

♦  4e  *  «  «  *  * 

(3)  (A)  Effective  [January  1,  19753  June  1,  1974,  section  215  (a)  of 
such  Act  (as  amended  by  section  201(c)  of  this  Act)  is  further 
amended — 

(i)  by  inserting  ''(or,  if  larger,  the  amount  in  column  IV  of 
the  latest  table  deemed  to  be  such  table  under  subsection  (i)  (2) 
(D))"  after  ''the  following  table"  in  paragraph  (1)(A);  and 

(ii)  by  inserting  "(whether  enacted  b}^  another  law  or  deemed  to 
be  such  table  under  subsection  (i)(2)(D))"  after  "effective 
month  of  a  new  table"  in  paragraph  (2). 

(B)  Effective  [January  1,  19753  June  1,  1974,  section  215(b)(4)  of 
such  Act  (as  amended  by  section  201(d)  of  this  Act)  is  further  amended 
to  read  as  follows : 

►  "(4)  The  provisions  of  this  subsection  shall  be  applicable  only  in 
the  case  of  an  individual — • 

"(A)  who  becomes  entitled  to  benefits  under  section  202(a)  or 
section  223  in  or  after  the  month  in  which  a  new  table  that 
appears  in  (or  is  deemed  by  subsection  (i)(2)(D)  to  appear  in) 
subsection  (a)  becomes  effective;  or 

"(B)  who  dies  in  or  after  the  month  in  which  such  table  becomes 
effective  without  being  entitled  to  benefits  under  section  202(a) 
or  section  223 ;  or 

"(C)  whose  primary  insurance  amount  is  required  to  be  re- 
computed under  subsection  (f)(2)." 

(C)  Effective  [January  1,  19753  June  1,  1974,  section  215(c)  of 
such  Act  (as  amended  by  section  201(e)  of  this  Act)  is  further  amended 
to  read  as  follows : 

"Primary  Insurance  Amount  Under  Prior  Provisions 

"(c)(1)  For  the  purposes  of  column  II  of  the  latest  table  that 
appears  in  (or  is  deemed  to  appear  in)  subsection  (a)  of  this  section, 
an  individual's  primary  insurance  amount  shall  be  computed  on  the 
basis  of  the  law  in  effect  prior  to  the  month  in  which  the  latest  such 
table  became  effective. 

"(2)  The  provisions  of  this  subsection  shall  be  applicable  only  in 
the  case  of  an  individual  who  became  entitled  to  benefits  under  section 
202(a)  or  section  223,  or  who  died,  before  such  effective  month." 
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INCKEASE  OF  EARNINGS  COUNTED  FOR  BENEFIT  AND  TAX  PURPOSES 

Sec.  203.  (a)(1)  *  *  * 

******* 

(b)(1)  *  *  * 

******* 

(2)  (A)  Section  3121(a)  (1)  of  sucli  Code  (relating  to  definition  of 
wages)  is  amended  bv  striking  out  '^$9,000"  each  place  it  appears 
and  inserting  in  Keu  thereof  ''$10,800". 

('B)  Effective  with  respect  to  remuneration  paid  after  1973  , section 
3121(a)(1)  of  such  Code  is  amended  by  strildng  out  ''$10,800"  each 
place  it  appears  and  inserting  in  heu  thereof  "$12,000". 

(C)  Effective  with  respect  to  remuneration  paid  after  1974,  section 
3121(a)  (1)  of  such  Code  is  amended — 

(i)  by  striking  out  [$12,6003  $13,200  each  place  it  appears  and 
inserting  in  heu  thereof  "the  contribution  and  benefit  base  (as 
determined  under  section  230  of  the  Social  Security  Act)",  and 

(ii)  by  striking  out  "by  an  employer  dming  any  calendar  year", 
and  inserting  in  heu  thereof  "by  an  employer  during  the  calendar 
year  with  respect  to  which  such  contribution  and  benefit  base  is 
effective". 

("6)  {A)  The  second  sentence  of  section  3122  of  such  Code  (relating 
to  Federal  service)  is  amended  by  striking  out  "S9,000"  and  inserting 
in  lieu  thereof  "$10,800". 

(Bj  Effective  with  respect  to  remuneration  paid  after  1973,  the  sec- 
ond sentence  of  section  3122  of  such  Code  is  amended  by  striking  out 
''$10,800"  and  inserting  ui  heu  thereof  "$12,000". 

(C)  Effective  with  respect  to  remimeration  paid  after  1974,  the  sec- 
ond sentence  of  section  3122  of  such  Code  is  amended  by  striking  out 
"the  [$12,6001  813,200  hmitation"  and  msertuig  in  heu  thereof  "the 
contribution  and  benefit  base  limitation". 

(A}{X)  Section  3125  of  such  Code  (relating  to  returns  in  the  case 
of  governmental  employees  in  Guam,  American  Samoa,  and  the  Dis- 
trict of  Columbia)  is  amended  by  striking  out  "$9,000"  where  it 
appears  in  subsections  (a),  (b),  and  (c)  and  inserting  in  heu  thereof 
"S10,800". 

(Bj  Effective  with  respect  to  remuneration  paid  after  1973,  sec- 
tion 3125  of  such  Code  is  amended  by  striking  out  "$10,800"  where  it 
appears  in  subsections  (a),  (b),  and  (c)  and  inserting  in  heu  thereof 
"S12,000". 

iCj  Effective  with  respect  to  remimeration  paid  after  1974,  sec- 
tion 3125  of  such  Code  is  amended  by  striking  out  "the  [$12,6001 
813.200  hmitation"  where  it  appears  in  subsections  (a),  (b),  and  (c) 
and  inserting  in  heu  thereof  "the  contribution  and  benefit  base  hmita- 
tion". 

******* 

(7){A)  Section  6654(d) (2) (B) (u)  of  such  Code  (relatmg  to  failure 
by  individual  to  pav  estimated  income  tax)  is  amended  by  striking 
out  "89,000"  and  insertmg  in  lieu  thereof  "$10,800". 

(B)  Effective  with  respect  to  taxable  3-ears  beginning  after  1973, 
section  6654(d)  (2)  (B)  (ii)  of  such  Code  is  amended  bv  striking  out 
"$10,800"  and  insertkig  ui  Heu  thereof  "$12,000". 
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(C)  Effective  with  respect  to  taxable  3^ears  beginning  after  1974^ 
section  6654(d)  (2)  (B)  (ii)  of  such  Code  is  amended  by  striking  out 
''the  excess  of  [$12,000]  $13,200  over  the  amount"  and  inserting  in 
Keu  thereof  ''the  excess  of  (I)  an  amount  equal  to  the  contribution  and 
benefit  base  (as  determined  under  section  230  of  the  Social  Security 
Act)  which  is  effective  for  the  calendar  year  in  which  the  taxable 
year  begins,  over  (II)  the  amount". 

♦  *  *  *  *  *  « 


PUBLIC  LAW  93-66 
m  *  4i  «  *  *  * 

TITLE  II— PROVISIONS  RELATING  TO  THE  SOCIAL 
SECURITY  ACT 

Part  A — Increase  in  Social  Security  Benefits 

COST-OF-LIVING  INCREASE  IN  SOCIAL  SECURITY  BENEFITS 

Sec.  201.  (a)(1)  The  Secretary  of  Health,  Education,  and  Welfare 
(hereinafter  in  this  section  referred  to  as  the  "Secretary")  shall,  in 
accordance  with  the  provisions  of  this  section,  increase  the  monthly 
benefits  and  lump-sum  death  payments  [payable  under  title  II  of  the 
Social  Security  Act  by  the  percentage  b}^  which  the  Consumer  Price 
Index  prepared  by  the  Department  of  Labor  for  the  month  of  June 
1973  exceeds  such  index  for  the  month  of  June  1972]  payable  under 
sections  202  and  223  of  the  Social  Security  Act,  and  each  benefit  amount 
specified  in  sections  227  and  228  of  such  Act,  by  a  dollar  amount  equal, 
in  the  case  of  any  benefit  or  payment,  to  7  per  centum  of  the  actual  amount 
of  the  benefit  or  payment  as  otherwise  determined  (adjusted  to  the  next 
higher  multiple  of  $0.10).  For  purposes  of  the  preceding  sentence,  the 
actual  amount''  of  a  benefit  or  payment  as  otherwise  determined  is  the 
amount  of  such  benefit  or  payment  as  determined  under  the  provisions  of 
title  II  of  the  Social  Security  Act  {other  than  section  21o{a){3))  and 
without  regard  to  this  section,  before  any  offsets  and  before  the  application 
of  section  202 (i)  and  section  203  (6)  through  (l)  but  after  the  application 
of  section  202  (k),  (q),  and  (w)  and  section  203(a)  of  such  Act. 

(2)  The  provisions  of  this  section  (and  the  increase  in  benefits 
made  hereunder)  shall  be  effective,  in  the  case  of  monthly  benefits 
under  title  II  of  the  Social  Security  Act,  only  for  months  after  [May] 
February  1974  and  prior  to  [January  1975,]  June  1974,  and,  in  the 
case  of  lump-sum  death  payments  under  such  title,  only  with  respect 
to  deaths  which  occur  after  [Ma}^]  February  1974  and  prior  to 
[January  1975]  June  1974. 

[(b)  The  increase  in  social  security  benefits  authorized  under  this 
section  shall  be  provided,  and  any  determinations  by  the  Secretary 
in  connection  with  the  provision  of  such  increase  in  benefits  shall  be 
made,  in  the  manner  prescribed  in  section  215(i)  of  the  Social  Security 
Act  for  the  implementation  of  cost-of-living  increases  authorized 
under  title  II  of  such  Act,  except  that  the  amount  of  such  increase 
shall  be  based  on  the  increase  in  the  Consumer  Price  Index  described 
in  subsection  (a).] 
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(c)  The  increase  in  social  security  benefits  provided  by  this  section 
shall — 

(1)  not  be  considered  to  be  an  increase  in  benefits  made  under 
or  pursuant  to  section  215  (i)  of  the  Social  Security  Act,  and 

(2)  not  [(except  for  purposes  of  section  203(a)(2)  of  such  Act, 
as  in  effect  after  May  1974)]  be  considered  to  be  a  ''general 
benefit  increase  under  this  title"  (as  such  term  is  defined  in  sec- 
tion 215 (i) (3)  of  such  Act); 

and  nothing  in  this  section  shall  be  construed  as  authorizing  any 
increase  in  the  ''contribution  and  benefit  base"  (as  that  term  is 
employed  in  section  230  of  such  Act),  or  an}^  increase  in  the  "exempt 
amount"  (as  such  term  is  used  in  section  203(f)(8)  of  such  Act). 

(d)  Nothing  in  this  section  shall  be  construed  to  authorize  (directly 
or  indirectly)  any  increase  in  monthly  benefits  under  title  II  of  the 
Social  Security  Act  for  any  month  after  [December]  May  1974,  or 
any  increase  in  lump-sum  death  pa^onents  payable  under  such  title 
in  the  case  of  deaths  occurring  after  [December]  May  1974.  [The 
recognition  of  the  existence  of  the  increase  in  benefits  authorized  by 
the  preceding  subsections  of  this  section  (during  the  period  it  was  in 
effect)  in  the  apphcation,  after  December  1974,  of  the  provisions  of 
sections  202  (q)  and  203(a)  of  such  Act  shall  not,  for  purposes  of  the 
preceding  sentence,  be  considered  to  be  an  increase  in  a  monthly  bene- 
fit for  a  month  after  December  1974.] 

Part  B — Provisions  Relating  to  Federal  Program  of 
Supplemental  Security  Income 

increase  in  supplemental  security  income  benefits 

Sec.  210.  (a)  Section  1611(a)(1)(A)  and  section  1611(b)(1)  of  the 
Social  Security  Act  (as  enacted  by  section  301  of  the  Social  Security 
Amendments  of  1972)  are  each  amended  bv  striking  out  "$1,560"  and 
insertnig  m  lieu  thereof  "SI, 680". 

(b)  Section  1611(a)(2)(A)  and  section  1611(b)(2)  of  such  Act  (as 
so  enacted)  are  each  amended  by  striking  out  "$2,340"  and  inserting 
in  lieu  thereof  "$2,520". 

(c)  The  amendments  made  b}^  this  section  shall  apply  with  respect 
to  payments  for  months  after  [June  1974]  December  1973. 

supplemental  security  income  benefits  for  essential  persons 

Sec.  211.  (a)(1)  In  determining  (for  purposes  of  title  XVI  of  the 
Social  Security  Act,  as  in  effect  after  December  1973)  the  ehgibility 
for '-and  the  amount  of  the  supplemental  security  income  benefit  pay- 
able to  any  qualified  individual  (as  defined  in  subsection  (b)),  with 
respect  to  any  period  for  which  such  indi\ddual  has  in  his  home  an 
essential  person  (as  defined  in  subsection  (c)) — 

(A)  the  dollar  amounts  specified  in  subsection  (a)  (1)(A)  and 
(2) (A),  and  subsection  (b)  (1)  and  (2),  of  section  1611  of  such 
Act,  shaU  each  be  mcreased  by  [$840]  t$S76  ($780  in  the  case  of 
any  period  prior  to  July  1974)]  for  each  such  essential  person,  and 

(B)  the  income  and  resources  of  such  individual  shall  (for 
purposes  of  such  title  XVI)  be  deemed  to  include  the  income  and 
resources  of  such  essential  person; 
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except  that  the  provisions  of  this  subsection  shall  not,  in  the  case  of 
any  individual,  be  applicable  for  an}^  period  which  begins  in  or  after 
the  first  month  that  such  individual — 

(C)  does  not  but  would  (except  for  the  provisions  of  sub- 
paragraph (B))  meet — 

(i)  the  criteria  established  with  respect  to  income  in  sec- 
tion 1611(a)  of  such  Act,  or 

(ii)  the  criteria  established  with  respect  to  resources  by- 
such  section  1611(a)  (or,  if  applicable,  by  section  1611(g) 
of  such  Act) . 

«  «  «  *  «  *  * 


DISSENTING  VIEWS  OF  HON.  MARTHA  W.  GRIFFITHS 


Optional  Pass-Aloxg  of  Ixcreases  ix  SuppLE:iiEXTAL  Securitt 
IxcoME  (SSI)  TO  Recipiexts  OF  State  Supplemextart  Patmexts 

As  Federal  legislators,  I  believe  our  role  is  to  determine  the  prior- 
ities with  which  Federal  tax  dollars  should  be  spent  on  meeting  the 
needs  of  the  low-income  aged.  Enacting  a  basic  Federal  payment  under 
SSI  was  an  acknowledgement  that  the  old  approach  was  wrong.  We 
found  that  putting  Federal  welfare  dollars  on  the  stump  and  letting 
States  claim  various  amounts,  depending  on  their  fiscal  capacity  and 
their  generosity,  resulted  in  benefits  varying  much  more  than  State 
cost-of-living  differences,  with  some  levels  disturbingly  low. 

And  so  we  establish  SSI  as  a  national  program  with  a  uniform  basic 
benefit  level  to  be  fully  funded  by  the  Federal  Government.  The  ob- 
jectives and  advantages  of  the  new  approach  were  to  reduce  the  drastic 
differences  in  benefits  now  paid  by  States  and  to  reduce  State  costs  in 
most  States.  Federal  dollars  would  go  to  the  neediest  individuals  in  the 
country  and  would  reduce  costs  for  the  neediest  States.  We  said,  in 
effect,  that  meeting  the  minimal  needs  of  our  aged,  blind,  and  disabled 
is  a  Federal  responsibility.  And  we  specificall}^  ended  Federal  match- 
ing of  State  benefits. 

But  we  did  not  feel  we  could  arbitrarily  turn  our  backs  on  States 
that  had  already  set  higher  benefit  levels  and  thus  had  substantial 
State  expenditures  on  welfare.  So,  under  SSI  we  adopted  a  "hold 
harmless"  provision.  This  provision  ensures  that  States  can  continue 
to  pay  benefits  at  about  the  levels  they  were  pajdng  in  1972  and  not 
suffer  higher  welfare  costs  than  they  incurred  in  1972.  States  were 
specifically  to  be  protected  against  higher  caseloads,  but  benefit  in- 
creases were  to  be  their  own  responsibility.  The  basic  premise  was  that 
a  federally  funded  program  would  take  over  the  major  cost  and  that 
States  would  be  protected  against  increased  costs  if  they  wanted  to 
maintain  their  present  levels.  If  States  wanted  to  be  more  generous  in 
the  future,  they  were  free  to  increase  State  benefits  at  their  own  cost. 
If  the  Federal  floor  were  raised  in  the  future,  this  would  increase  the 
benefit  level  for  the  poorest  and  would  take  over  some  of  the  costs  in 
States  which  supplement  the  basic  benefit.  This  would  result  in  addi- 
tional savings  in  these  States  and  in  a  more  equitable  Federal  program 
by  reducing  further  State  differences. 

Now  we  are  proposing  to  start  SSI  benefits  with  a  higher  benefit 
level  than  originally  planned.  This  would  result  in  more  savings  in 
most  States  which  supplement  to  maintain  current  levels.  It  would 
reduce  Federal  "hold  harmless"  costs  and  begin  to  get  the  Federal 
Government  out  of  the  business  of  providing  an  extra  bonus  to  high 
income  States  so  they  can  maintain  high  payments. 

But,  we  are  also  proposing  to  allow  States  to  raise  their  benefit  levels 
by  the  amounts  of  the  SSI  increase  and  still  come  under  the  "hold 

(63; 


€4 


harmless"  provision — that  is,  for  as  many  as  10  States,  to  allow  them 
to  raise  their  benefits  at  Federal  expense.  This  would  be  a  departure 
from  the  very  principles  which  SSI  established — namely,  that  the 
role  of  the  Federal  Government  in  financing  welfare  for  those  groups 
is  through  the  basic  Federal  payment.  The  optional  pass-along  provi- 
sion puts  us  back  into  the  business  of  financing  variable  benefits,  in- 
stead of  focusing  on  making  the  Federal  benefit  more  adequate.  This  is 
not  a  "pass-along,"  but  a  "match-along."  But,  whereas  States  had  to 
pay  about  50  percent  of  benefit  costs  in  the  past,  under  this  provision 
10  States  could  have  a  benefit  increase  without  putting  up  any  addi- 
tional funds. 

Let  us  look  at  the  arguments  raised  in  support  of  this  match-along 
provision. 

Argument  No.  1,  This  provision  will  assure  that  all  individuals  will 
receive  the  Iteneftt  of  our  decision  to  raise  SSI  levels  in  January 
This  provision  does  nothing  to  insure  that  all  SSI  recipients  in  all 
States  will  receive  an  increase  in  their  total  income.  Persons  in  States 
which  supplement  but  are  below  their  "hold  harmless"  levels  will  not 
necessarily  see  an  increase  in  total  income  if  these  States  do  not  use 
some  of  their  savings  from  the  SSI  increase  to  increase  their  payment 
levels. 

The  basic  SSI  increase  itself  will  raise  the  incomes  of  recipients  in 
the  States  which  do  not  supplement.  But  the  match-along  provision 
could  help  the  recipients  in  only  9  or  possibly  10  States :  California, 
Hawaii,  Massachusetts,  Michigan,  New  York,  Nevada,  New  Jersey, 
Pennsylvania,  Wisconsin,  and  possibly  Rhode  Island. 

Moreover,  the  SSI  program  will  not  go  into  effect  until  1974.  We 
have  voted  an  increase  before  the  program  is  operational.  The  argu- 
ment that  therefore  every  individual  should  receive  $10  more  and  every 
couple  $15  more  in  total  income — regardless  of  whether  and  at  what 
levels  their  States  will  supplement — does  not  seem  logical.  SSI  and 
State  supplementary  payments  are  based  on  income  need,  and  if  peo- 
ple have  higher  income  from  other  sources  such  as  social  security,  they 
become  less  needy  and  their  need-based  payments  can  be  reduced.  An 
SSI  or  social  security  increase  does  not  mechanically  establish  the  fact 
that  already  higher  State  payment  levels  should  be  increased  as  well. 
For  example,  an  increase  from  $195  to  $210  a  month  under  SSI  does 
not  automatically  establish  the  fact  that  couples  in  California  require 
$409  rather  than  $394. 

Argument  No.  2.  The  match-along  provision  will  help  the  poorest 
people 

This  is  not  true.  The  match-along  provision  would  offer  financial 
protection  against  benefit  increases  to  10  States  at  most,  and  these  are 
States  with  already  high  benefits.  The  provision  would  allow  Cali- 
fornia to  raise  its  payment  amount  for  an  aged  couple  from  $394 — 
about  176  percent  of  the  poverty  line — ^to  $409  a  month.  It  will  allow 
Massachusetts  to  go  from  $340.30 — about  152  percent  of  the  poverty 
line — to  $355.50 ;  Wisconsin  from  $329 — about  147  percent  of  the  pov- 
erty line— to  $344;  and  New  York  from  $294.51— about  132  percent  of 
the  poverty  line— to  $309.51. 
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]Most  of  these  increases  would  be  financed  by  the  Federal  Govern- 
ment. Without  the  match-along  provision,  the  Federal  Government 
could  reduce  its  '4iold  harmless''  paj^ments  to  these  States.  With  the 
provision,  the  Federal  Government  would  not  realize  these  savings, 
and  the  cost  will  be  $300  million. 

At  the  same  time  that  we  will  be  paying  for  $409  benefits  in  Cali- 
foria,  couples  in  States  such  as  Arkansas,  Indiana,  Montana,  Ohio, 
Utah,  West  Virginia,  Missouri,  North  Dakota,  Texas,  Wyoming,  Dela- 
ware, and  Georgia  will  be  getting  only  the  basic  SSI  benefit  of  $210 
monthly.  These  differences  are  not  justifiable  on  the  basis  of  different 
costs-of -living.  While  there  may  be  some  such  differences,  these  wide 
variations  are  even  greater  than  differences  in  State  standards  of 
living.  Thus,  this  provision  will  increase  rather  than  decrease  differ- 
ences in  the  treatment  of  individuals,  depending  on  where  the}^  live. 

Argument  No.  3.  The  cost  of  this  provision  is  too  negligible  to  worry 
about 

The  match-along  provision  will  cost  up  to  $300  million  tlirough  1975. 
This  is  a  lot  of  money,  although  it  ma}^  seem  small  compared  to  the 
way  assistance  programs  have  grown  i-ecently.  But  if  we  are  feeling 
this  generous,  we  should  raise  SSI  benefits  by  $300  million  to  ensure 
that  the  neediest  get  this  money. 

Argument  No.  4-  Since  this  provision  will  apply  only  for  1  year^  its 
effects  are  minimal 
The  tendency  is  to  keep  special  provisions  and  protections  once  they 
have  been  established.  If  we  accept  this  provision,  not  only  is  it  likely 
to  become  permanent,  but  tlie  precedent  will  be  establislied  for  passing- 
alone  every  future  SSI  increase. 

Argument  No.  5.  The  provision  helps  to  pass  along  the  social  security 
increases  in  197 

Both  social  security  and  SSI  benefits  will  be  increased  twice  in 
1974.  Yet  a  pass-along  provision  will  apply  to  only  the  January  1974 
SSI  increase.  It  is  impossible  to  understand  why  10  States  should  be 
helped  to  increase  their  pa3'ment  levels  for  only  one  of  the  four  in- 
creases— ^the  January  1974  SSI  increase.  It  is  likely  that  in  all  States 
the  two  social  security  increases  will  merei}^  serve  to  reduce  SSI  pay- 
ments to  persons  receiving  both  social  security  and  SSL 

In  summary,  "hold  harmless"  protection  should  be  limited  to  its 
original  purpose — to  protect  States  from  caseload  increases  caused  by 
the  transition  to  a  new  Federal  program  with  generally  more  liberal 
eligibility  rules.  We  should  not  turn  the  clock  backward  to  resume 
Federal  matching  of  inequitable  State  welfare.  We  should  concentrate 
on  building  a  strong  and  fair  basic  progra.m,  and  let  State  variations 
be  the  responsibility  of  State  treasuries. 

IMartha  W.  Griffiths. 
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MINORITY  VIEWS  OF  HON.  HERMAN  T.  SCHNEEBELI, 
HON.  JOEL  T.  BROYHILL,  AND  HON.  BARBER  B.  CON- 
ABLE,  JR. 

We  feel  obliged  to  put  on  the  record  our  reservations  about  this  bill. 
"We  commend  the  committee  for  at  least  taking  the  time  to  consider 
the  issue  of  this  social  security  increase,  rather  than  simply  accepting 
in  conference  social  security  amendments  added  by  the  other  body  that 
have  not  been  considered  by  responsible  committee  action  in  the  House. 
This  has  been  a  disturbing  practice  in  recent  years. 

However,  even  here  the  committee  has  continued  to  follow  the  prac- 
tice of  providing  large  social  security  increases  on  an  ad  hoc  basis 
without  carefully  analyzing  the  longrun  impact  on  the  social  security 
system  and  on  our  economy  as  a  whole.  As  a  result  of  the  pressures  on 
us.  we  have  again  fallen  into  the  trap  of  playing  a  numbers  game 
rather  than  analyzing  the  pervasive  economic  consequences  of  our 
action.  Too  many  people  depend  on  the  social  security  S3^stem  for  a 
large  part  of  their  personal  security  over  the  next  75  years  for  us  to 
be  comfortable  with  a  cavalier  or  short-term  political  approach. 

We  recognize  that  inflation  has  been  difficult  to  control  and  more 
rapid  than  we  anticipated  when  we  provided  a  20-percent  benefit  in- 
crease in  July  of  1972.  It  was  for  this  reason  that  Congress  earlier 
this  year  provided  a  5.9-percent  increase  in  benefits  payable  next  July 
as  a  downpayment  on  the  first  cost-of-living  increase  that  would  be 
due  at  the  end  of  next  year.  We  were  also  willing  to  provide  an  addi- 
tional increase  above  the  5.9  percent  at  this  time,  and  made  every 
effort  in  the  committee  to  develop  a  workable  proposal. 

In  this  comiection,  we  offered  an  alternative  to  the  committee  bill 
providing  a  10-percent  mcrease  in  benefits  payable  beginning  July  3 
of  next  year,  with  an  adjustment  in  the  cost-of-living  provisions  that 
would  have  provided  an  additional  3-percent  increase  in  benefits  the 
foUowmg  January.  The  Secretary  of  Health,  Education,  and  Welfare 
indicated  to  the  committee  that  he  would  be  willing  to  recommend  that 
the  President  sign  this  measure,  and  it  was  adopted  bv  the  committee 
earlier  this  week. 

Despite  extending  ourselves,  with  real  reservations,  to  the  very 
limits  of  what  would  be  fair  to  social  security  beneficiaries,  to  workers 
paymg  the  tax,  and  to  all  other  Americans,  the  committee  succumbed 
to  outside  pressure  and  reversed  its  decision.  We  believe  this  was  a 
mistake. 

The  procedure  followed  by  the  committee  focuses  myopically  on 
pohtically  popular  across-the-board  increases  for  all  beneficiaries.  The 
committee  failed  to  consider  alternative  uses  of  program  resources  to 
provide  greater  equity  in  the  benefit  structure,  such  as  unproved  bene- 
fits for  working  women  who  are  paying  a  higher  proportion  of  the 
benefit  costs  without  a  commensurate  return. 
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The  committee  also  failed  to  consider  the  severe  impact  on  the 
budget  in  the  current  and  succeeding  fiscal  year  that  the  committee 
proposal  will  have.  The  committee  bill  would  increase  expenditures  in 
fiscal  1974  by  $1,115  billion  and  by  $1,150  billion  in  fiscal  1975,  for  a 
2-year  total  of  $2,265  billion.  The  alternative  we  offered  would  have 
had  a  net  fiscal  impact  in  1974  o,f  $270  million,  and  in  fiscal  1975  of 
$960  million,  for  a  2-year  total  of  $1,230  billion.  Thus,  the  committee 
proposal  increases  expenditures  in  fiscal  1974  by  nearly  $900  million 
over  the  alternative  we  offered,  and  in  fiscal  1975  by  nearly  $200  mil- 
lion. During  the  2  fiscal  years,  the  committee  bill  provides  more  than 
$1  billion  in  budget  outlays  above  the  level  our  proposal  involved. 

The  committee  failed  to  recognize  that  inflation  imposes  a  severe 
hardship  on  all  of  our  citizens,  including  wage  earners  who  are  bearing 
the  tax  burden  necessary  to  provide  social  security  benefits.  These  tax- 
payers must  not  only  bear  the  additional  taxes  imposed  by  this  bill, 
but  also  shoulder  the  burden  that  may  be  imposed  by  the  inflationary 
impact  of  faulty  fiscal  policy.  The  benefit  increase  should  have  been 
framed  as  we  proposed  to  minimize  a  budgetary  deficit  in  the  imme- 
diate future.  By  sharply  increasing  Federal  spending,  we  undermine 
our  ability  to  control  inflation.  Increased  inflation  will  erode  the  pur- 
chasing power  of  all  Americans  and  impose  a  burden  on  every  citizen. 

We  must  remember  that  the  social  security  program  has  provided 
economic  security  for  Americans  for  more  than  one-third  of  a  century. 
Presently,  99  million  wage  earners  and  29  million  beneficiaries  look 
to  the  social  security  program  for  protection  against  the  contingencies 
of  old  age,  death,  and  disability,  as  well  as  for  protection  against  med- 
ical expenses  during  retirement.  Our  commitment  to  them,  and  their 
legitimate  expectations,  require  that  we  take  every  precaution  to  in- 
sure the  financial  integrity  of  the  program,  as  well  as  adequate  current 
benefits. 

Yet,  during  the  past  3  years,  we  have  been  too  preoccupied  provid- 
ing- benefit  increases  to  conduct  a  careful  revievv^  of  the  assumptions 
underlying  the  financing  of  our  social  security  system.  In  the  last 
Congress,  an  entirely  new  methodology'  for  measuring  actuarial  sound- 
ness, incorporating  "dynamic  earnings  assumptions,"  was  adopted 
without  the  committee  giving  any  consideration  to  the  implications  of 
these  changes. 

The  committee  bill  provides  for  an  imbalance  of  —0.51  percent  of 
payroll.  Our  proposal  would  have  had  an  imbalance  of  —0.48  percent 
and  improved  the  long-range  cost  estimates  of  the  program.  While  the 
difference  is  small,  the  committee  bill  is  a  bad  precedent,  and  sj^mbolic 
of  the  inadequate  attention  we  have  been  giving  to  the  financing  aspect 
of  the  program. 

The  time  for  the  committee  carefully  to  review  the  fmancing  of  tlie 
social  security  system,  is  overdue.  It  is  urgent  that  in  the  near  future 
we  conduct  a  thorough  and  complete  review  of  the  assumptions  under- 
lying our  actuarial  projections  in  order  to  insure  the  integrity  of  the 
system  in  which  so  many  have  invested  so  much. 

¥f e  urge  the  administration  to  assist  the  committee  in  taking  a  first 
step  tovv^arcl  this  goal  by  promptly  appointing  the  members  of  the  new 
Advisory  Council  on  Social  Security  which  the  law^  provides  shall  be 
established  during  the  current  calendar  year.  We  are  hopeful  that  the 


69 


new  Advisory  Council  will  conduct  a  careful  examination  of  tlie  social 
security  program,  giving  particular  attention  to  the  actuarial  assump- 
tions by  vrliicli  tlie  soundness  of  the  trust  funds  are  measured,  and  to 
long-term  trends. 

There  are  other  fundamental  issues  that  the  committee  should  con- 
sider in  the  near  future  viiile  comprehensively  reviewing  otir  social 
sectirity  system.  We  need  to  defme  the  appropriate  role  that  social 
security  should  play  in  relation  to  other  programs  to  alleviate  poverty. 
\Mien  social  sectirity  was  originally  established  in  the  mid-thirties, 
it  was  designed  as  an  insurance  program,  providing  benefits  as  a  mat- 
ter of  right  that  are  related  to  the  wages  on  which  an  individual  pays 
OASDI  taxes.  The  original  social  security  law  also  included  a  com- 
pletely separate  Fedei  al-State  program  of  old-age  assistance  to  pro- 
A'ide  for  individuals  whose  income,  including  social  security,  left  them 
in  need  of  assistance. 

This  two-pronged  approacli  Avas  intended  to  serve  a  dual  purpose : 
first,  to  enable  individuals  to  provide  for  their  own  economic  security 
throuofh  a  social  imurnnce  system  paying  benefits  as  a  matter  of  right, 
without  regard  to  need :  and  second,  to  provide  a  icelfare  program  pro- 
viding assistance  on  the  basis  of  need. 

Throughout  the  years,  we  have  added  elements  to  the  benefixt  struc- 
ture that  dilute  the  insurance  basis  of  the  program  by  incorporating 
"social  adequacy"  criteria.  At  the  same  time,  we  have  continued  to 
maintain  a  program  of  assistance  to  the  elderly  poor.  This  program 
was  recently  expanded  to  provide  greater  Federal  participation  and 
increased  benefits,  and  the  name  of  the  program  was  changed  from 
old-age  assistance  (OAA)  to  supplemental  security  income  (SSI).  If 
social  security  is  to  remain  an  insurance-based  program  with  wage- 
rehitcd  benefits  payable  as  a  watter  of  right.  v\'e  must  contmue  to  make 
tlie  distinction  between  social  security  and  welfare.  This  will  require 
strengthening  the  insurance  aspects  of  the  benefit  formula  and  rely- 
ing on  supplemental  security  income  to  provide  for  those  who  are 
truly  in  need.  IVe  must  avoid  the  temptation  and  real  danger  of 
blurring  the  distinction  betv\'een  those  two  programs.  If  social  se- 
curity is  converted  into  just  another  welfare  program,  we  will  seri- 
ously jeopardize  the  basic  concept  of  an  insurance  system  paying 
wage-related  benefits  as  a  matter  of  right.  This  central  feature  of  our 
social  security  program  is  one  that  must  be  maintained  if  we  are  to 
keep  faith  with  the  American  people. 

We  also  should  imderstand  that  social  security  is  not  an  efficient 
A'ehicle  for  welfare.  While  some  poor  people  receive  social  security 
benefits,  most  of  the  increase  in  benefits  (including  that  related  to  ex- 
pansion of  the  wage  base )  goes  to  persons  who  do  not  live  in  povei'Tv. 
Thus,  to  increase  benefits  for  welfare  reasons  is  to  move  against  pov- 
erty in  a  wasteful  way  rather  than  to  concentrate  available  fiscal  re- 
sources where  they  are  most  needed.  And  welfare  should  be  a  burden 
for  all  taxpayers,  not  just  wage  earners. 

We  should  also  focus  in  the  near  future  on  the  appropriate  relation- 
ship between  our  social  security  program,  and  individual  savings  and 
private  pension  programs.  Social  security  was  originally  intended  as  a 
floor  of  protection  on  which  an  indi^ddual  could  build  an  adecfuate 
program  through  individual  savings  and  other  private  economic  se- 
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curity  measures.  We  have  expanded  the  program  considerably  beyond 
the  fioor-of -protection  concept,  imposing  in  the  process  a  substantial 
payroll  tax  on  the  American  worker.  We  cannot  continue  this  trend 
without  carefully  reviewing  the  impact  further  payroll  tax  burdens 
will  have  on  the  ability  of  the  American  worker  to  participate  in  in- 
dividual savings  programs  and  other  private  economic  security 
measures. 

Under  the  bill  reported,  an  individual  earning  $10,000  a  year  will 
pay  $585  in  social  security  taxes  and  his  employer  will  pay  a  like 
amount  in  his  behalf.  For  the  individual  earning  $13,200,  the  maxi- 
mum taxable  earnings  in  1974  under  the  bill,  the  tax  will  be  $772.20 
for  the  employee  and  also  for  his  employer.  These  are  not  wealthy 
individuals,  and  it  is  doubtful  that  they  are  able  to  save  much  in 
excess  of  this  amount  after  meeting  their  Federal  and  State  income 
tax  obligations,  and  providing  for  the  support  of  their  families  and 
the  education  of  their  children . 

We  must  insure  that  future  expansion  of  the  program  does  not  im- 
pose a  payroll  tax  burden  on  these  individuals  so  large  that  they  are 
precluded  as  a  practical  matter  from  participating  in  private  pension 
plans  or  saving  on  an  individual  basis. 

The  bill  also  increases  the  Federal  benefits  under  the  new  supple- 
mental security  income  (SSI)  program  taking  effect  next  January, 
from  $130  per  month  to  $140  per  month  for  an  individual,  and  from 
$195  per  month  to  $210  per  month  for  a  couple.  These  increases,  ef- 
fective in  January,  will  be  followed  by  an  additional  increase  next 
July  of  $6  per  month  for  an  individual  and  $9  per  month  for  a  couple. 
This  will  bring  Federal  benefits  as  of  next  July  to  $146  for  an  indi- 
vidual, and  $219  for  a  couple.  These  amendments  help  the  truly 
needy  and  recognize  the  distinction  that  has  historically  been  made 
between  our  insurance  based  social  security  system,  paying  benefits 
as  a  matter  of  right,  and  our  public  assistance  program,  paying  bene- 
fits to  those  who  are  in  need.  While  we  have  reservations  about  the  need 
for  the  additional  increase  scheduled  in  July,  we  support  the  January 
increase. 

The  new  SSI  program  replaces  the  categorical  public  assistance 
pro^Tam  for  needv  adults  under  which  the  Federal  Government  as- 
sisted the  States  in  providing  benefits  at  levels  prescribed  by  each 
State.  Under  the  old  program,  the  Federal  Government  provided  from 
50  to  83  percent  of  the  costs  a  State  incurred  in  paying  benefits  to 
oualifying  needy  adults.  Under  the  neAv  SSI  program,  the  Federal 
Government  does  not  participate  in  the  costs  of  State  supplementary 
payments  above  the  new  Federal  benefit  levels.  However,  the  Federal 
Government  does  assume  all  of  a  State's  costs  of  supplemental  pay- 
ments which  exceed  its  calendar  1972  share  of  the  costs  for  covered 
needv  adults,  as  long  as  State  supplemental  pavments,  when  added  to 
the  SSI  payment,  are  not  in  excess  of  the  adjusted  State  payment 
standard  in  effect  in  Januarv  of  1972.  Payments  in  excess  of  the  1972 
standard  must  be  made  wholly  from  State  funds. 

The  bill  reported  by  the  committee  would  extend  this  "hold  harm- 
less" provision  to  State  supplemental  payments  in  excess  of  their 
January  1972  payment  standard  as  lon^  as  the  excess  is  no  more  than 
the  $10  and  $15  increase  in  Federal  SSI  benefits  provided  by  this  bill. 
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Tlie  proposal  would  be  effective  only  for  calendar  1974.  and  would 
cost  $100  million.  TTe  believe  this  is  a  mistake. 

The  SSI  program  establishes  a  basic  payment  to  which  each  State 
may  add  a  supplement,  up  to  a  level  deemed  appropriate  by  each  in- 
dividual State.  This  may  be  done  in  each  State  after  reviewing  eco- 
nomic factors  in.  their  State  relevant  to  the  needs  of  their  citizens.  It 
should  also  be  done  from  State  fimds  in  view  of  the  substantial  fiscal 
relief  they  were  provided  when  the  Federal  Government  undertook 
greater  responsibility  for  needy  adults  imder  the  new  SSI  program, 
and  in  view  of  the  $30  billion  we  are  providing  State  and  local  govern- 
ments under  revenue  sharing. 

The  committee  bill  encourages  the  States  with  the  highest  benefit 
levels  to  increase  their  own  State  standards  at  the  expense  of  the  Fed- 
eral Government.  Even  if  a  State  feels  its  benefit  levels  are  already 
more  than  adequate,  it  will  feel  compelled  to  increase  them  if  the  Fed- 
eral Government  is  picking  up  the  tab.  Allien  the  Federal  Government 
is  oifering  "free  money"  to  citizens  of  a  State,  it  is  difficult  for  a  State 
government  to  do  anything  other  than  pass  on  the  benefits.  The  practi- 
cal effect  of  the  committee's  action  is  to  mandate  an  increase  in  State 
benefit  levels. 

TVe  do  not  take  consolation  in  the  fact  that  the  "pass  through''  is 
for  only  1  year.  Once  the  provision  is  on  the  books,  it  will  be  virtually 
impossible  to  remove,  and  it  establishes  a  bad  precedent  for  future 
adjustments  in  the  new  SSI  program. 

COXCLUSIOX 

In  summary,  we  differ  with  the  committee  on  both  substance  and 
procedure.  The  committee  proposal  will  have  an  adverse  fiscal  impact 
on  the  current  and  succeeding  fiscal  year  that  will  make  it  more  diffi- 
cult to  control  inflation.  The  proposal  we  offered  would  have  gener- 
ously provided  for  the  needs  of  social  security  beneficiaries  while 
avoiding  the  danger  of  eroding  the  purchasing  power  of  all  Americans, 

TVe  also  feel  that  the  provisions  in  the  coiomittee  bill  encouraging 
some  States  to  increase  their  welfare  standards  for  needy  adults  for 
a  1-year  period  at  Federal  expense  is  a  mistake.  It  interferes  with  the 
decisionmaking  process  which  should  be  at  the  vState  level  and  at  State 
expense.  And  it  is  foolhardy  to  expect  that  this  pro^-ision  of  law  will 
only  last  for  1  year. 

Finally,  we"^  find  serious  fault  with  the  procedural  approach  the 
committee  adopted  in  considering  this  bill.  We  should  not  consider 
something  as  complex  as  a  social  security  increase  imder  severe  time 
pressures  imposed  by  political  exigencies.  Instead,  we  should  allow 
sufficient  time  to  carefully  review  the  financing  of  the  system,  analyze 
alternative  uses  for  resources  of  the  system,  and  carefully  evaluate 
the  long-range  effect  on  the  social  security  system  and  American  life 
of  the  proposals  we  adopt. 

HER^rAlV  T.  SCSXEEBELI. 

Joel  T.  Beoyhtttv. 
Barbee  B.  Coxable.  Jr. 


ADDITIONAL  MINORITY  VIEWS  OF  HON.  BILL  ARCHER 


While  I  agree  Avith  many  of  the  points  expressed  in  the  minority 
views,  I  have  additional  concerns  that  I  want  to  specifically  express. 
In  the  last  3  years,  Congress  has  passed  a  series  of  benefit  increases  far 
in  excess  of  the  cost  of  living  and  has  enacted  pervasive  changes  in  the 
financing  of  the  social  security  system  with  little  regard  to  the  impact 
these  measures  have  on  present  and  future  generations  of  Americans. 

The  social  security  program  has  provided  economic  security  for 
nearly  all  Americans  for  more  than  one-third  of  a  century.  Hastily 
considered  changes  of  the  most  fundamental  nature  can  only  under- 
mine the  protection  against  loss  of  income  that  those  paying  social 
security  taxes  rightly  expect.  The  committee  bill  allows  the  system  to 
drift  like  a  leaf  in  the  prevailing  political  winds.  We  should  have  taken 
the  necessary  time  to  develop  an  appropriate  increase  with  due  regard 
to  the  impact  this  has  on  other  aspects  of  our  social  security  program, 
particularly  the  financial  integrity  of  the  system.  For  the  reasons  dis- 
cussed in  these  views,  I  believe  the  committee  has  acted  without  due 
regard  to  these  consequences. 

COMMITTEE  HAS  FAILED  TO  PROPERLY  EVALUATE  ACTUARIAL 
ASSUMPTIONS 

Last  July  Vvhen  the  committee  provided  a  20  percent  across-the- 
board  benefit  increase,  dramatically  different  assumptions  were 
adopted  in  measuring  the  actuarial  soundness  of  the  OASDI  program. 
The  most  significant  of  these  changes  involves  the  assumption  of  "dy- 
namic earnings."  Under  this  assumption,  the  actuaries  make  pro- 
jections about  future  earnings  levels  throughout  the  entire  75-year 
period  covered  by  the  estimates.  The  uncertainties  of  these  estimates 
and  other  economic  projections  subject  the  cost  estimates  to  vicissitudes 
that  the  actuaries  have  not  had  to  deal  with  in  the  past. 

The  change  to  dynamic  earnings  did  not  raise  anyone's  taxes  at  all, 
but  the  consequences  of  making  these  assumptions  increased  projected 
income  beyond  estimated  increased  disbursements,  and  enabled  the 
Congress  to  provide  a  20-percent  benefit  increase  without  the  pain  of 
imposing  additional  taxes. 

The  new  methodology  is  complex  and  not  without  controversy.  The 
former  Chief  Actuary  of  the  Social  Security  Administration,  Rob- 
ert J.  Myers,  who  has  more  experience  with  the  system  than  an}^  other 
living  human  being  and  is  widely  regarded  as  one  of  the  foremost 
actuarial  experts  on  social  security,  stated  that  "This  v/ould  be  an 

unsound  procedure  "  He  went  on  to  state: 

T\'liat  it  would  mean,  in  essence,  is  that  actuarial  sound- 
ness would  be  wholly  dependent  on  a  perpetually  continuing 
inflation  of  a  certain  prescribed  nature — and  a  borrowing 
from  the  next  generation  to  pay  the  current  generation's 
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benefits,  in  the  hope  that  inflation  of  wages  would  make  this 
possible. 

In  view  of  this  admonition  by  a  leading  expert  who  has  devoted 
his  whole  life  to  the  program,  the  Ways  and  Means  Committee  and 
the  House  of  Representatives  should  have  carefully  examined  these 
new  assumptions  before  adopting  them  in  order  to  provide  benefit 
increases.  The  Ways  and  Means  Committee  last  year  did  not  look  into 
the  matter  at  all.  The  new  assumptions  were  adopted  in  connection 
with  a  social  security  increase  added  by  the  other  body  as  a  nonger- 
m^ane  amendment  to  a  public  debt  bill  and  promptly  adopted  by  the 
House  when  it  acted  on  the  conference  report,. 

In  view  of  this  record,  the  committee  should  have  carefully  exam- 
ined these  new  assumptions  before  providing  an  additional  benefit  in- 
crease. However,  the  committee  reported  this  bill  without  even  giving 
cursory  attention  to  the  new  methodology.  During  the  course  of  our 
executive  sessions,  I  asked  the  following  questions  of  the  present  actu- 
ary with  primary  responsibility  for  OASDI  cost  estimates : 

Mr.  Archer.  *  * 

Do  you  agree  as  a  chief  actuary  that  the  change  to  dynamic 
earnings  was  a  significant  and  fundamental  change  in  the 
actuarial  methodology  employed  in  measuring  the  soundness 
of  the  program  ? 

Mr.  Bayo.  Yes,  I  agree  that  it  has  been  a  fundamental 
change  in  the  methodology  of  the  long-range  costs  of  the  so- 
cial security  program. 

Mr.  Archer.  *  *  * 

Now  is  it  more  difficult  to  make  estimates  on  the  new  basis 
than  it  was  in  the  past  ? 

Mr.  Bayo.  Yes.  As  far  as  the  economic  assumptions  go  it  is 
more  difficult  to  prepare  the  cost  estimates  .... 

^  %  4:  4i 

Mr.  Archer.  Are  the  estimates  on  the  basis  of  dynamic  earn- 
ings less  precise  or  to  put  it  another  way,  subject  to  wider 
variations  on  the  basis  of  actual  experience  than  in  the  past  ? 

Mr.  Bayo.  Yes,  sir,  they  are. 

Mr.  Archer.  Specifically,  do  you  feel  that  the  10  percent 
tolerance  for  imbalances  in  the  past  should  be  expanded  and 
if  so,  by  how  much  ? 

Mr.  Bayo.  I  feel  that  the  10  which  was  based  on  the  level 
of  variability  on  the  previous  method  of  estimating  the  cost 
should  be  increased  to  a  wider  range,  around  5  percent. 

The  record  before  the  committee,  therefore,  made  clear  that  the  new 
methodology  represents  "a  fundamental  change,"  that  "it  is  more 
difficult  to  make  estimates  on  the  new  basis  than  in  the  past",  and  that 
estimates  are  now  "subject  to  wider  variations  on  the  basis  of  actual 
experience."  Despite  these  statements  made  to  the  committee,  we  did 
not  even  give  cursory  attention  to  the  implications  of  this  new 
methodology. 

The  record  of  cost  estimates  since  the  new  methodology  was  adopted 
illustrates  the  wide  range  of  error  that  cost  estimates  are  now  subject 


75 


to  even  in  the  very  short  range.  Aft^r  adopting  the  20-percent  increase 
last  July  and  enacting  significant  amendments  in  the  program  in  con- 
nection with  H.R.  1  last  fall,  the  OASDI  system  was  in  actuarial  bal- 
ance— .00  percent  of  payroll.  When  the  trustees'  report  was  filed 
earlier  this  year,  the  fund  was  already  out-of -balance  —.32  percent 
and  this  vras  increased  to  —  .42  percent  when  we  enacted  the  5.9  percent 
l^enefit  increase  in  connection  with  Public  Law  93-66  earlier  this  year. 
When  the  committee  recently  began  considering  the  subject  of  a  so- 
cial security  increase,  a  pamphlet  w^as  prepared  on  October  30,  showing 
the  OASDI  program  to  be  out-of -balance  by  —.68  percent.  A  few 
days  later,  we  were  given  another  estimate  indicating  that  the  pro- 
gram was  out-of-balance  by  —.76  percent  of  payroll.  This  experience 
concretely  demonstrates  the  validity  of  the  actuaries'  assertion  that 
estimates  are  now  much  more  difficult  to  make  and  much  less  precise. 

In  the  past,  it  was  assumed  that  actual  experience  would  vary  from 
the  estimates  by  no  more  than  1  percent  of  the  level  costs  of  the  sys- 
tem, equivalent  to  about  .12  percent  of  payroll  in  recent  years.  The 
actuaries  tell  us  that  under  the  new  methods,  actual  experience  will 
vary  by  as  much  as  5  percent  of  the  projected  level  costs  of  the  system, 
equivalent  now  to  about  .57  percent  of  payroll.  In  view  of  the  impre- 
cision of  the  new  methodology,  the  committee  should  err  even  more  on 
the  conservative  side  to  guard  against  down  side  risks. 

Despite  this,  the  committee  has  made  it  clear  that  while  1  percent 
was  as  much  of  an  imbalance  as  could  be  tolerated  in  the  past,  they 
will  now  tolerate  an  imbalance  of  5  percent.  Put  another  way,  al- 
though the  estimates  are  subject  to  experience  variations  five  times  as 
great  as  in  the  past,  the  committee  will  now  tolerate  a  deficit  in  the 
system  five  times  as  great  as  in  the  past. 

"  In  addition  to  adopting  the  wider  tolerances  in  spite  of  the  uncer- 
tainty attending  the  new  methodology,  the  committee  assumed 
throughout  its  deliberations  that  funding  would  be  established  on 
the  bottom  side  of  the  range,  or  around  —.57  percent  of  payroll. 
Tlie  difference  between  +.57  percent  of  payroll  and  —.57  percent  of 
payroll  is  more  than  1  percent  of  payroll — 10  percent  of  the  cost  of 
the  system.  In  view  of  the  wide  range  involved  and  the  contingencies 
the  estimates  are  subject  to,  the  prudent  course  would  have  been  to 
allow  a  margin  for  error  and  finance  the  system  at  +.57  percent  of 
payroll.  Instead,  the  committee  bill  leaves  the  system  with  an  actu- 
arial imbalance  of  —.51  percent. 

This  imbalance  involves  astronomical  dollar  figures  over  the  75- 
year  estimating  period.  The  —.51  percent  imbalance  alone  is  estimated 
to  result  in  a  deficit  of  $225  billion  over  75  years.  If  experience  varies 
by  —.57  from  this  projection,  as  the  actuaries  say  it  may,  the  pro- 
jected imbalance  would  increase  to  1.08  percent  of  payroll — nearly 
10  percent  of  the  costs  for  the  system.  This  imbalance  would  be  equiva- 
lent to  one-half  trillion  dollars  over  the  75-year  estimating  period. 

Another  aspect  of  the  new  methodology  involves  a  shift  to  current 
cost  financing.  This  foregoes  a  large  build  up  of  funds  in  early  years 
that  would  provide  interest  earnings  to  the  fund.  Under  current  cost 
financing,  which  was  recommended  by  the  last  Advisory  Council, 
assets  in  the  trust  fund  should  be  equal  to  about  1  year's  benefit.  In 
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explaining  their  recommendation  for  current  cost  financing,  the  Ad- 
visory Council  stated : 

To  carry  out  this  recommendation,  the  contribution  rate 
charged  should  be  sufficient  only  to  result  in  trust  funds  equal 
to  approximately  1  yeai^'s  benefit  expenditures,  and  the  law 
should  be  changed  to  require  the  boards  of  trustees  to  report 
immediately  to  the  Congress  whenever  it  is  expected  that  the 
size  of  ari}^  of  the  trust  funds  will  fall  below  three-quarters  of 
the  amount  of  the  following  year's  estimated  expenditures,  or 
will  reach  more  than  I14  times  such  expenditures.  The  trus- 
tees should  be  responsible  for  proposing  changes  that  Avould 
keep  the  trust  funds  at  the  recommended  level. 

Despite  this,  the  ratio  of  assets  to  the  following  year's  benefit  dis- 
bursements in  the  OASDI  trust  funds  under  the  committee's  bill  is  ex- 
pected to  decline  steadily  from  72  percent  in  1974  to  62  percent  in  1078. 
Although  the  Advisory  Council  recommended  that  the  trustees  warn 
Congress  if  benefits  were  to  fall  below  three-quarters  of  1  year's  bene- 
fit, the  committee  has  in  this  bill  provided  a  benefit  and  tax  schedule 
which  will  result  in  assets  declining  to  below  two-thirds  of  1  year's 
benefit  within  the  next  few  years. 

When  the  Congress  adopted  dynamic  earnings  assumptions  and  cur- 
rent cost  financing  last  year,  it  was  stated  that  the  funds  should  be 
allowed  to  gradual  1}^  build  up  to  equal  one  year's  benefit  disburse- 
ments. Despite  this,  only  a  year  later,  the  committee  has  now  taken 
action  that  will  reduce  the  ratio  to  62  percent. 

In  view  of  the  procedures  I  have  outlined,  I  do  not  believe  the  com- 
mittee has  taken  the  time  to  conduct  a  review  of  the  financial  integrity 
of  the  system.  I  agree  with  the  minority  ^  lews  that  the  committee 
should  conduct  a  thorough  review  of  the  program  at  the  earliest  oppor- 
tunity, giving  particular  attention  to  financing. 

CUMULATIVE  INCREASES  IN  RECENT  YEARS  IMPOSE  LARGE  BURDEN  ON  THE 

WORKING  MAN 

Since  January  1,  1970,  social  security  benefits  have  been  increased 
by  51.8  percent.  During  the  same  period,  the  Consumer  Price  Index 
has  increased  by  19.6  percent.  When  the  11-percent  increase  becomes 
effective  next  June,  benefits  will  have  been  increasd  since  January  1970 
by  68.5  percent.  It  is  estimated  that  during  this  period,  the  Consumer 
Price  Index  will  have  increased  by  24.4  percent. 

I  am  concerned  that  the  cumulative  increases  in  recent  years,  com- 
bined with  the  increase  proposed  in  this  bill,  are  setting  a  pattern  for 
social  security  increases  that  will  substantially  augment  the  already 
heavy  payroll  tax  burden  the  American  worker  is  carrying.  The  wage 
base  will  be  increased  under  this  bill  to  $13,200  effective  next  Janu- 
ary 1,  and  tax  increases  are  also  proposed  for  future  years.  A  worker 
with  $10,800  annual  earnings — the  current  wage  base — is  now  paying 
a  payroll  tax  of  $631.80  per  year.  Next  Januar^^  1,  when  the  wage  base 
is  raised  to  $13,200,  an  individual  earning  the  maximum  taxable  earn- 
ings will  pay  a  tax  of  $772.20  per  year,  an  increase  of  $140.40.  This  is 
a  very  heavy  burden  on  a  worker  attempting  to  support  his  family  and 
educate  his  children. 
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The  increase  in  the  wage  base  that  will  take  effect  next  year  appears 
at  first  blush  to  affect  only  a  small  number  of  workers  who  are  earning 
more  than  the  present  wage  base  of  $10,800.  However,  with  today's 
earnings  levels  and  prices,  this  is  not  a  great  deal  o.f  money  and  20.5 
million  wage  earners  will  receive  a  tax  increase  when  the  wage  base  is 
increased  next  year. 

Additionally,  it  must  be  remembered  that  the  employer  must  also 
pay  a  tax  equivalent  to  that  levied  on  the  employee  into  the  trust  fund 
for  the  employee's  benefit.  It  is  generally  agreed  that  the  economic 
incidence  of  this  tax  falls  on  the  employee,  since  it  increases  the  em- 
ployer's costs  attributable  to  the  employee  and  uses  up  resources  that 
would  otherwise  be  available  to  pay  wages.  The  combined  employer- 
employee  tax  at  the  maximum  wage  base  next  year  will  be  $1,544.40. 
The  tax  burden  imposed  directly  and  indirectly  on  an  employee  is, 
therefore,  substantial  and  we  must  be  concerned  about  it. 

I  also  want  to  emphasize  that  the  tax  is  not  simply  a  burden  on 
individuals  earning  the  maximum  taxable  wage.  Data  show  that  the 
social  security  employee  tax  alone  is  larger  than  the  income  tax  im- 
posed on  a  man  with  a  wife  and  two  children  at  all  income  levels  up 
to  $7,073.89.  If  the  employer's  tax,  which  the  employee  indirectly 
pays,  were  included,  this  figure  would  be  substantially  higher. 

I  believe  it  is  unfair  to  rely  so  heavily,  particularly  in  the  near 
future,  on  increases  in  the  wage  base.  Under  present  law,  the  wage 
base  is  scheduled  to  increase  from  $10,800  to  $12,600.  The  committee 
bill  raises  the  wage  base  next  year  to  $13,200.  This  means  that  the 
14.4  million  workers  earning  more  than  $12,600  will  be  shouldering  a 
disproportionately  large  share  of  the  cost  to  finance  the  benefit  in- 
crease provided.  The  1.5  million  workers  who  earn  between  $12,600 
and  S13.200  will  bear  the  heaviest  burden.  When  we  realize  there  will 
be  100  million  covered  workers  next  year  and  30  million  beneficiaries, 
this  is  inequitable. 

Although  I  recognize  the  need  to  periodically  increase  benefits  to 
protect  beneficiaries  against  inflation,  these  are  hard  facts  that  must 
])e  weighed  heavily  in  connection  vv^ith  future  increases  that  we  may 
consider.  If  we  consider  the  burden  we  are  imposing  on  today's  work- 
ers, we  will  stop  postponing  the  automatic  benefit  increases  provided 
in  the  laiv  and  let  the  escalator  clause  begin  working.  By  postponing 
the  operation  of  this  provision,  the  committee  creates  the  danger  that 
benefits  will  be  continually^  increased  on  a  political  basis  rather  than  a 
cost-of-living  basis. 

THE   RETIREMEXT   TEST   SHOULD   BE  ELIMINATED 

The  retirement  test  in  present  law  diminishes  an  individual's  social 
security  benefits  for  any  month  in  which  he  earns  more  than  $175,  if 
his  earnings  for  the  year  exceed  $2,100.  This  reduction  in  benefits  is  a 
deterrent  to  older  workers  who  desire  to  remain  economically  produc- 
tive during  their  retirement  y^ears.  It  not  only  imposes  a  penalty  on  the 
individual,  but  on  society  as  a  whole  by  depriving  the  economy^  of  the 
services  of  many  industrious  and  skilled  people. 

This  provision  in  one  form  or  another  has  been  in  the  law  since  the 
program  was  enacted  in  the  middle  thirties.  At  that  time,  we  were  re- 
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covering  from  a  great  depression  and  unemployment. was  widespread. 
One  of  the  reasons  for  including  the  provision  was  the  need  to  insure 
that  younger  people  would  be  able  to  :find  employment.  Under  present 
economic  circumstances,  this  argument  is  no  longer  valid. 

If  individuals  pay  into  the  system  all  of  their  lives  in  order  to  receive 
wage-related  benefits  as  a  matter  of  right  when  they  retire  at  age  65, 
they  should  receive  these  benefits  and  not  be  penalized  because  of  the 
individual  life  style  they  prefer  to  follow  in  their  later  years. 

I  realize  that  the  fiscal  impact  of  repealing  the  retirement  test  is 
significant,  and  action  to  achieve  this  goal  must,  therefore,  be  taken 
consistent  with  fiscal  responsibility.  However,  I  point  this  out  in  order 
to  call  attention  to  the  need  to  give  this  item  a  high  priority  in  utiliz- 
ing future  resources. 

ADDITIONAL  CONCERNS 

I  share  the  concern  expressed  in  the  minority  views  that  we  must 
strengthen  the  insurance  basis  of  the  system  if  it  is  not  to  simply 
become  another  welfare  program.  This  would  be  a  tragedy  to  millions 
of  Americans  who  pay  social  security  taxes  during  their  working  years 
with  the  expectation  that  they  will  receive  benefits  as  a  matter  of 
right  when  they  retire. 

I  also  share  the  concern  expressed  in  the  minority  views  that  the 
increasing  expansion  of  social  security  may  unduly  impinge  on  private 
economic  security  measures.  Social  security  is  an  important  part  of 
the  retirement  plans  of  nearly  all  Americans,  but  they  should  remain 
free  to  express  individual  preferences  about  current  consumption  and 
savings.  And  when  they  choose  to  save  they  should  have  alternatives 
to  a  compulsory  government  program. 

PASS  THROUGH 

I  also  want  to  align  myself  with  the  opposition  expressed  in  the 
minority  views  to  the  provisions  of  the  committee  bill  that  would 
apply  the  "hold  harmless"  provisions  of  existing  law  to  increases  in 
State  welfare  standards  applicable  to  needy  adults.  The  States  should 
be  free  to  select  their  own  benefit  levels  based  on  conditions  prevailing 
in  each  State.  They  should  not  be  coerced  by  the  Federal  Govern- 
ment into  expanding  their  systems  beyond  what  they  deem  prudent. 
It  is  a  mistake  to  require  the  citizens  of  one  State  to  pay  Federal  taxes 
to  provide  increases  in  benefit  levels  in  another  State  which  may  al- 
ready be  unreasonably  high. 

Bill  Archer. 
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